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INVESTMENT ADVISERS ACT OF 1940 
Release No. 687/July 9, 1979 


ENVIRONMENTAL PROTECTION PROCEDURES 
AGENCY: Securities and Exchange Commission. 
ACTION: Final rules. 


SUMMARY: The Securities and Exchange Commission 
is adopting new procedural regulations, and an amend- 
ment to the form for applications or declarations under 
the Public Utility Holding Company Act of 1935, to 
implement the procedural provisions of the National 
Environmental Policy Act (“NEPA”). These procedures 
will be applicable should compliance with NEPA’s 
procedural requirements ever be appropriate for Com- 
mission action. 


EFFECTIVE DATE: (30 days after publication in the 
Federal Register) 


FOR FURTHER INFORMATION CONTACT: Catherine 
Scanlon, Office of General Counsel, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. (202) 755-1234. 


SUPPLEMENTARY INFORMATION: As a general 
matter, the Commission believes that the actions it 
takes pursuant to the Securities Act of 1933, the 
Securities Exchange Act of 1934, the Trust Indenture 
Act of 1939, the Investment Company Act of 1940, or 
the Investment Advisers Act of 1940 do not individually 
or cumulatively involve major federal action having a 
significant effect on the human environment and there- 
fore may be categorically excluded from the appli- 
cability of the procedural provisions contained in 
Section 102(2( of NEPA [42 U.S.C. 4232(2)]. Extra- 
ordinary circumstances may arise under these Acts, 
however, which would involve major federal action 
significantly affecting the environment. In addition, it 
is possible that there may be instances where the 
Commission’s exercise of its authority with respect to 
certain security transactions subject to Sections 6 and 
7 of the Public Utility Holding Company Act of 1935 
(the “1935 Act”) and certain acquisitions subject to 
Sections 9 and 10 of the 1935 Act may involve major 
federal action having a significant effect on the human 
environment. Accordingly, the Commission is 
adopting the following procedural regulations, as well 
as an amendment to Item 7 of Form U-1 under the 1935 
Act, which will be applicable in those instances where 
Commission action involves major federal action signi- 
ficantly affecting the human environment. 


Authority 


The Commission is adopting the following procedural 
rules and the amendment to Form U-1 pursuant to its 
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authority under Section 19(a) of the Securities Act of 
1933 (15 U.S.C. 77s(a)); Section 23(a)(1) of the Securi- 
ties Exchange Act of. 1934 (15 U.S.C. 78w(a)(1); 
Section 20 of the Public Utility Holding Company Act 
of 1935 (15 U.S.C. 79t); Section 319(a) of the Trust In- 
denture Act of 1939 (15 U.S.C. 77sss(a)); Section 38 of 
the Investment Company Act of 1940 (15 U.S.C. 
80a-37); and Section 211 of the Investment Advisers 
Act of 1940 (15 U.S.C. 80b-11). 


Pursuant to Section 23(a)(2) of the Securities Exchange 
Act of 1934 (15 U.S.C. 78w(a)(2)), the Commission has 
considered the effect that the rules would have on 
competitive and is not aware at this time of any 
burden that the rules would impose on competition not 
necessary or appropriate in furtherance of the purposes 
of that Act. 


Text of the Rules 


Title 17 of the Code of Federal Regulations is amended 
by adding a new Subpart K to Part 200, by amending 
§201.20, and by amending Form U-1, §259.101, to read 
as follows: 


PART 200—ORGANIZATION; CONDUCT AND ETHICS; 
AND INFORMATION AND REQUESTS 


Subpart K—Regulations Pertaining to the Protection of 
the Environment 


§200.550 Purpose. 


This subpart sets forth the procedures the Commission 
will follow to ensure compliance with the goals of the 
National Environmental Policy Act (“NEPA”) and with 
the procedures required by NEPA in the event that the 
Commission should take action subject to such proce- 
dural requirements. 


§200.551 Applicability. 


(a) Compliance with the procedures set forth in 
§200.552 through §200.554 shall be appropriate where 
Commission action taken with respect to security 
transactions subject to sections 6(b) and 7 of the 
Public Utility Holding Company Act of 1935 and acqui- 
sitions subject to sections 9 and 10 of the Act involves 
major federal action significantly affecting the quality 
of the human environment. 


(b) In addition to the foregoing, in the event of extra- 
ordinary circumstances in which a Commission action 
not specified in paragraph (a) of this section may 
involve major federal action significantly affecting the 
quality of the human environment, the Commission 
shall follow the procedures set forth in §200.552 
through §200.554, unless doing so would be incon- 





sistent with its statutory authority under the federal 
securities laws. 


§200.552 NEPA planning. 


Where it is reasonably foreseeable by the Commission 
that it may be required to act on a matter specified in 
§200.551 and that matter is likely to involve major 
federal action significantly affecting the quality of the 
human environment, the Commission shall: 


(a) Advise the relevant persons as to information 
respecting the environment, if any, which may later be 
required to be submitted for Commission considera- 
tion should Commission action become necessary; 


(b) Consult on any environmental factors involved 
with individuals, organizations, and state and local 
authorities interested in the planned action; and 


(c) Begin implementing the procedures set forth in 
§§200.553 and 200.554 as soon as possible, provided 
that such procedures are not inconsistent with the 
Commission’s authority under the federal securities 
laws. 


§200.553 Draft, final and supplemental impact state- 
ments. 


If the Commission determines that the requirements of 
section 102(2)(C) of NEPA for preparation of an 
environmental impact statement are applicable in 
connection with a proposed Commission action, it 
shall prepare such statements generally in accordance 
with the procedures specified in 40 CFR Parts 
1500-1508, particularly Part 1502 concerning impact 
statement preparation and content, Part 1505.1 
concerning decision-making procedures, and Part 
1501.6 concerning the function of cooperating 
agencies, to the extent that such procedures do not 
conflict with the Commission’s statutory responsibili- 
ties and authority under the federal securities laws. 


§k200.554 Public availability of information. 


(a) Any environmental assessment or impact state- 
ment, and Commission responses pertaining to formal 
rulemaking proceedings of adjudicatory proceedings, 


shall be made part of the record in any such 
prodeedings. In the case of formal adjucicatory 
proceedings, this shall be done in accordance with 
§201.20 of this Chapter. In the case of formal 
rulemaking proceedings, this shall be done in 
accordance with the Commission’s rules respecting 
such proceedings. 


(b) The location of publicly available environmental 
impact statements will be 1100 L St., N.W., Washing- 
ton, D.C. 


(c) Interested persons may obtain information 
regarding and status reports on specific environmental 
impact statements and environmental assessments by 
contacting the division or office within the 
Commission which has responsibility for the particular 
proposed action. 


PART 201—RULES OF PRACTICE 


§201.20 Contents and certification of record. 


eee 


(a) 
(1) 


eee 


(xii) Any proposed findings and conclusions; 


(xiii) Any initial decision and any petition for review; 
and 


(xiv) Any final environmental impact statement, and 
any supplement thereto, prepared in connection with 
the proceeding as well as any public comments 
received thereon and any Commission responses to 
such comments. 


* 


PART 259—FORMS PRESCRIBED UNDER THE 
PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 


Subpart B—Forms for Applications and Declarations 


§259.101 Form U-1, application or declaration under 
the Public Utility Holding Company Act of 1935. 


* * * * * 


Item 7. Information as to Environmental Effects. 


When this form is used by a person filing an 
application or declaration or amendment thereto 
pursuant to Sections 6(b),7,9 or 10 of the Public Utility 
Holding Company Act of 1935, that person shall: 


(a) Describe briefly the environmental effects of the 
proposed transaction in terms of the standards set 
forth in Section 102(2)(C) of the National Environ- 
mental Policy Act [42 U.S.C. 4232(2)(C)]. If the 
response to this item is a negative statement as to the 
applicability of Section 102(2)(C) in connection with 
the proposed transaction, also briefly state the reasons 
for that response. 


(b) State whether any other federal agency has 
prepared or is preparing an environmental impact 
statement (“EIS”) with respect to the proposed 
transaction. If any other federal agency has prepared or 
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is preparing an EIS, state which agency or agencies 
and indicate the status of that EIS preparation. 


* * * * * 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 15999/July 6, 1979 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY CINCINNATI STOCK EXCHANGE 


File No. SR-CSE-79-2 


The Cincinnati Stock Exchange (“CSE”) submitted on 
July 5, 1979, a proposed rule change under Rule 19b-4 
to extend for an additional three years (until January 
31, 1983), the duration of its Rule 11.9(b) (Temporary). 


That rule authorizes the CSE to conduct a pilot 
program for the use of its Multiple Dealer Trading 
System (“MDTS” or “System”). With the present 
expiration date, January 31, 1980, only seven months 
away, the CSE states that it is difficult to attract order 
flow and to plan and implement enhancements to the 
MDTS. It believes a three year extension will reduce the 
hesitance of new users to make the initial start-up 
investment toward training and equipment installation 
which has been characteristic of the limited one year 
pilot period. Further, the CSE states that it is difficult 
for the CSE to justify and plan modifications and 
enhancements to the System without the time 
necessary to implement them. 


Publication of the submission is expected to be made 
in the Federal Register during the week of July 9, 1979. 
In order to assist the Commission to determine 
whether to approve the proposed rule change or 
institute proceedings to determine whether the 
proposed rule change should be disapproved, 
interested persons are invited to submit written data, 
views and arguments concerning the submission 
within 21 days from the date of publication in the 
Federal Register. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
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D.C. 20549. Reference should be made to File No. 
SR-CSE-79-3. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with the 
provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsuquent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market Regu- 
lation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16000/July 9, 1979 


SEE 


SECURITIES ACT OF 1933 
Release No. 6089/July 9, 1979 





Securities Exchange Act of 1934 
Release No. 16001 /July 6, 1979 


The Securities and Exchange Commission announced, 
pursuant to Section 12(k) of the Securties Exchange 
Act of 1934 (‘Exchange Act”), the temporary 
suspension of over-the-counter trading of the 
securities of Teltronics Services, Inc. (“TSI”), a New 
York corporation located at 48-40 34th Street, Long 
Island City, New York 11101 for the ten (10) day period 
commencing at 9:00 am (EST) on July 6, 1979 and 
terminating on July 15, 1979 at midnight. 


The Commission suspended trading in the securities of 
TSI in view of TSI’s failure to file its annual report on 





Form 10-K for the year ended December 31, 1978 and 
its quarterly report on Form 10-Q for the period ended 
March 31, 1979. As a result of the foregoing, public 
investors do not have accss to current information 
concerning TSI, including but not limited to, the 
present financial condition of the company. 


The Commission cautions broker-dealers, sharehol- 
ders, and prospective purchasers that they should 
carefully consider the foregoing information along with 
all other currently available information and any 
information subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the trading suspension no 
quotation may be entered unless and until they have 
strictly complied with all of the provisions of said rule. 
If any broker or dealer has any questions as to whether 
or not he has complied with said rule, he should not 
enter any quotation but immediately contact the staff 
of the Division Of Enforcement in Washington, D.C. If 
any broker or dealer is uncertain as to what is required 
by Rule 15c2-11, he should refrain from entering 
quotations relating to the securities in question until 
such time as he has familiarized himself with said rule 
and is certain that all of its provisions have been met. If 
any broker of dealer enters any quotaiton which is in 
violation of said rule, the Commission will consider the 
need for prompt enforcement action. 


If any broker-dealer.or other person has any 
information which may relate to this matter, the 
Division of Enforcement of the Securities and 
Exchange Commission should be telephoned at 
212-264-8584. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16002/July 10, 1979 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE BOSTON STOCK EXCHANGE CLEARING 
CORPORATION (File No. SR-BSECC-79-6) 


The Boston Stock Exchange Clearing Corporation has 
submitted a proposed rule change, pursuant to Section 
19(b)(1) of the Securities Exchange Act of 1934, 15 
U.S.C. 78s(b)(1), as amended by Pub. L. No. 94-29, 16 
(June 4, 1975), and Rule 19b-4 thereunder, to impose a 
charge of 2 cents per share on trades effected through 
the Intermarket Trading System, other than those 
trades effected as a result of commitments to trade 
received at the Boston Stock Exchange, Inc. 


Publication of the submission is expected to by made 
in the Federal Register during the week of July 16, 
1979. Interested persons are invited to submit written 
data, views and arguments concerning the submission 
within thirty days from the date of publication in the 
Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, N.W., 
Washington, D.C. 20549. Reference should be made to 
File No. SR-BSECC-79-6. 


Copies of the submission, with accompanying 
exhibits, and of all written comments will be available 
for public inspection at the Securities and Exchange 
Commission's Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. 20549. Copies of the filing will 
also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission .by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16003/July 10, 1979 


Administrative Proceeding File No. 3-5738 

In the Matter of 

ROSS AVIATION,INC. 

File No. 81-506 

APPLICATION PURSUANT TO SECTION 12(h) 

The Securities and Exchange Commission has issued a 
notice giving interested persons until Jul 23, 1979 to 
request a hearing on an application by Ross Aviation, 
Inc. (the “Applicant”) pursuant to Section 12(h) of the 
Securities Exchange Act of 1934, as amended (the 


“1934 Act”), for an order exempting the Applicant from 
the provisions of Sections 13 and 15(d) of the 1934 Act. 


On March 1, 1979, Ross Aviation, Incorporated was 
merged into the Applicant, a wholly-owned subsidiary 
of Sterling Oil of Oklahoma, Inc. and there is no 


trading in the securities of Ross Aviation, 
Incorporated, all of whose issued securities the 
Applicant owns. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16004/July 10, 1979 


Administrative Proceeding File No. 3-5759 
In the Matter of 


BANGOR PUNTA INTERNATIONAL CAPITAL 
COMPANY 


File No. 81-523 


APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued a 
notice giving interested persons until Jul 24 1979 to 
request a hearing on an application by Bangor Punta 
International Capital Company (the ‘‘Applicant’’), 
pursuant to Section 12(h) of the Securities Exchange 
Act of 1934 (the “1934 Act”), for an order exempting it 
from the provisions of. Section 13 of that Act. The 
Applicant, a wholly-owned subsidiary of Bangor Punta 
Corporation (“Bangor Punta”), has only one class of 
securities registered under the 1934 Act, 5% % Guaran- 
teed Convertible Debentures due 1988, which are 
unconditionally guaranteed by Bangor Punta and are 
convertible into common stock of Bangor Punta. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16005/July 10, 1979 


Administrative Proceeding File No. 3-5752 

In the Matter of 

SOUTHWESTERN GROUP FINANCIAL,INC. 
APPLICATION PURSUANT TO SECTION 12(h) 
File No. 81-502 


The Securities and Exchange Commission has issued a 
notice giving interested persons until July 24, 1979 to 
request a hearing on an application by Southwestern 
Group Financial, Inc. (the “Applicant”), pursuant to 
Section 12(h) of the Securities Exchange Act of 1934, 
as amended (the “1934 Act”), for an order exempting 
the Applicant from the provisions of Sections 13 and 
15(d) of the 1934 Act. 


The Applicant states that as a result of a merger with 
and into Kaneb Services, Inc., on February 28, 1979, it 
has no securities owned by the public. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16006/July 10, 1979 


Administrative Proceeding File No. 3-5766 
In the Matter of 


ZEMARC,LTD. 
APPLICATION PURSUANT TO SECTION12(h) 


The Securities and exchange Commission has issued a 
notice giving interested persons until July 23, 1979 to 
request a hearing on an application by Zemarc, Ltd. 
(“Applicant”) pursuant to Section 12(h) of the Securities 
Exchange Act of 1934, as amended, for an order 
exempting the Applicant from the provisions of 
Sections 13 and 15(d) of that Act. 


On February 2, 1979, the Applicant was formally 
dissolved pursuant to a Plan of Complete Liquidation 
and Distribution and a final liquidating disbursement 
of all remaining assets was made to the Applicant’s 
shareholders on April 10, 1979. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16007/July 10, 1979 


Administrative Proceeding File No. 3-5734 
In the Matter of 


AGUIRRE COMPANY 
APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued a 
notice giving interested persons until July 23, 1979 to 
request a hearing on an application by Aguirre 
Company (the “Applicant”) pursuant to Section 12(h) 
of the Securities Exchange Act of 1934, as amended 
(the “1934 Act”), for an order exempting the Applicant 
from the provisions of Sections 13 and 15(d) of the 
1934 Act. 


On December 14, 1978, Applicant’s shareholders 
approved a plan to liquidate the Applicant and as a 
result its assets are being distributed, in cash, to its 
shareholders. 








SECURITIES EXCHANGE ACT OF 1934 
Release No. 16008/July 10, 1979 


Administrative Proceeding File No. 3-5754 
In the Matter of 
RESOURCE MANAGEMENT CORPORATION 


File No. 81-530 


APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued a 
notice giving interested persons until July 23, 1979 to 
request a hearing on an application by Resource 
Management Corporation, (the “Applicant”) pursuant 
to Seciton 12(h) of the Securities Exchange act of 1934, 
as amended (the “1934 Act”), for an order exempting 
the Applicant from the provisions of Sections 13 and 
15(d) of the 1934 Act. 


On March 28, 1979, the Applicant consummated a 
merger into and became a wholly-owned subsidiary of 
Kappa Systems, Inc.,.and there is no trading in 
Applicant’s securities. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16009/July 10, 1979 


Administrative Proceeding File No. 3-5683 
In the Matter of 
PORTLAND TRANSIT COMPANY 


NOTICE OF APPLICATION PURSUANT TO SECTION 
12(h) OF THE SECURITIES EXCHANGE ACT OF 1934 
AND OPPORTUNITY FOR HEARING 


The Securities and Exchange Commission has issued a 

.notice giving interested persons until July 23, 1979 to 
request a hearing on an application by Portland Transit 
Company (‘‘Applicant’’) for an order exempting 
Applicant from the reporting requirements under 
Sections 13 and 15(d) of the Securities Exchange Act of 
1934. In July 1976, Applicant adopted a Plan of 
Liquidation and subsequently has distributed to its 
shareholders approximately 93% of its assets, leaving 
a small remainder for the settlement of liabilities. 
Trading in Applicant’s stock has ceased. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16010/July 10, 1979 


Administrative Proceeding File No. 3-5748 
In the Matter of 
ASHLAND OIL CANADA LIMITED 


NOTICE OF APPLICATION PURSUANT TO SECTION 
12(h) 


The Securities and Exchange Commission has issued a 
notice giving interested persons until July 23, 1979 to 
request a hearing on an application by Ashland Oil 
Canada Limited (“Applicant”), pursuant to Section 
12(h) of the Securities Exchange Act of 1934, for an 
order exempting Applicant from filing periodic reports 
pursuant to Section 15(d) of that Act. On April 18, 
1979, as a result of stock purchases by Kaiser 
Resources Ltd., the Applicant no longer had any public 
security holders. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16011/July 10, 1979 


ADMINISTRATIVE PROCEEDING FILE NO. 3-5724 
In the Matter of 


LOUIS SHERRY, INC. 


File No. 81-513 
APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued a 
notice giving interested persons until July 23, 1979 to 
request a hearing on an application by Louis Sherry, 
inc., (“Applicant”), pursuant to Section 12(h) of the 
Securities Exchange Act of 1934, for an order 
exempting Applicant from the provisions of Sections 
13 and 15(d) of that Act. 


The Applicant, which was merged into Norin 
Corporation on December 20, 1978, no longer has any 
publicly held securities. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16012/July. 10, 1979 


Administrative Proceeding File No. 
In the Matter of 


AMERICAN SYSTEMS, INC. 
APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued a 
notice giving interested persons until July 23, 1979 to 
request a hearing on an application by Amercian 
Systems, Inc. (the “Applicant”) pursuant to Section 
12(h) of the Securities Exchange Act of 1934, for an 
order exempting the Applicant from the provisions of 
Section 12(g) of that Act. 


The Applicant’s business activity for the past two years 
has been negligible and there is no indication that it 
will suddenly sharply increase, its total assets are 
approximately $100,000, there is little trading interest 
in its securities and the cost to the registrant of 
compliance with the reporting requirements of the 1934 
Act are burdensome in terms of time and money. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16013/July 10, 1979 


Administrative Proceeding File No. 3-5762 


In the Matter of 


CUTLER-HAMMER, INC. 


File No. 81-522 
APPLICATION PURSUANT TO SECTION 12(h) 


the Securities and Exchange Commission has issued a 
notice giving interested persons until July 23, 1979 to 
request a hearing on an application by Cutler-Hammer, 
Inc. (“Applicant”), pursuant to Section 12(h) of the 
Securities Exchange Act of 1934 for an order exempting 
Applicant from the provisions of Sections 13 and 15(d) 
of that Act. 


The Applicant, which became a wholly-owned 
subsidiary of Eaton Corporation on January 2, 1979, no 
longer has any publicly traded securities. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16014/July 10, 1979 


Administrative Proceeding File No. 3-5747 
In the Matter of 
THE CROSS COMPANY 


File No. 81-507 
APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued a 
notice giving interested persons until July 23, 1979 to 
request a hearing on an application by The Cross 
Company (the“Applicant”) pursuant to Section 12(h) of 
the Securities Exchange Act of 1934, as amended, for 
an order exempting the Applicant from the reporting 
requirements of Sections 13 and 15(d) of that Act. 


On February 9, 1979, the Applicant was merged with 
and became a wholly-owned subsidiary of Cross and 
Trecker Corporation. Each share of the Applicant’s 
common stock was exchanged for two shares of Cross 
and Trecker Corporation. As a result of the merger, 
Cross and Trecker Corporation is the sole stockholder 
of the Applicant. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16015/July 10, 1979 


Administrative Proceedings 
File No. 3-5790 


In the Matter of 

SAMUEL ARCH HARWELL 
and 

PATRICK VIRGIL HARWELL 
a/k/a 


PATRICK DENNIS SULLIVAN 


(File No. 8-21374) 


ORDER INSTITUTING PUBLIC ADMINISTRATIVE PRO- 
CEEDINGS AND FINDINGS AND ORDER IMPOSING 
REMEDIAL SANCTIONS 





In anticipation of these proceedings, Samual Arch 
Harwell (hereinafter “Harwell”) and Patrick Virgil 
Harwell also known as Patrick Dennis Sullivan 
(hereinafter “Sullivan”) who is represented to be in the 
Form BD, a one-third shareholder of Covington-Knox, 
Inc. (hereinafter “CKI”), a broker-dealer securities firm 
registered with the Commission pursuant to Section 
15(b) of the Securities Exchange Act of 1934 (File No. 
8-21374), have submitted, solely for the purpose of 
these proceedings, Offers of Settlement which the 
Commission has determined to accept. Without 
admitting or denying the findings herein, Harwell and 
Sullivan consent to the findings and remedial 
sanctions set forth below. 


Accordingly, IT |S ORDERED that public administrative 
proceedings pursuant to Section 15(b) of the Securities 
Exchange Act of 1934 be, and hereby are, instituted. 


Pursuant to the administrative proceedings and the 
Offers of Settlement, the Commission finds that 
Harwell and Sullivan were each convicted in 
September, 1978 of a felony involving the violation of 
Section 1341 (mail fraud) and 1343 (wire fraud), 
respectively, of Title 18 of the United States Code; that 
Harwell and Sullivan are permanently enjoined by order 
of the United States District Court for the Southern 
District of Texas from violating Section 17(a) of the 
Securities Act of 1933 and Section 10(b) of the 
Securities Exchange Act of 1934 and Rule 10b-5 there- 
under; that Harwell and Sullivan willfully violated and 
willfully aided and abetted violations of Section 17(a) 
of the Securities Act of 1933 and Section 10(b) of the 
Securities Exchange Act of 1934 and Rule 10b-5 there- 
under as alleged in the Commission’s complaint, dated 
October 5, 1978, in SEC v. Harwell, et al. (Docket No. 
78-1916 S.D. Texas); and that Harwell’s financial 
interest in Covington-Knox, Inc. was not disclosed in 
the firm’s application on Form BD for registration with 
the Commission as a broker-dealer, a material fact 
required to be stated therein, which non-disclosure 
was willfully caused by Sullivan. 


In view of the foregoing, it is appropriate and in the 
public interest to accept the Offers of Settlement and 
impose sanctions consented to therein. 


Accordingly, IT |S ORDERED that Samual Arch Harwell 
be and hereby is, barred from association with any 
broker or dealer, provided that five years from the date 
of his release from Federal imprisonment he may apply 
to the Commission to become so associated, upon 
application to, and approval by the Commission; and 
that Patrick Virgil Harwell also known as Patrick 
Dennis Sullivan be, and hereby is, barred from 
association with any broker or dealer. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16016/July 10, 1979 


A notice has been issued giving interested persons 
until August 10 to comment on the application request- 
ing withdrawal of the common stock ($.10 par value) of 
VARO, INC. from listing and registration on the 
American Stock Exchange, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16017/July 11, 1979 


In the Matter of 


AMERICAN STOCK EXCHANGE, INC" 
86 Trinity Place 
New York, New York 10006 


CHICAGO BOARD OPTIONS EXCHANGE, INCORPO- 
RATED 

LaSalle at Jackson 

Chicago, Illinois 60604 


MIDWEST STOCK EXCHANGE, INCORPORATED 
120 South LaSalle Street 
Chicago, Illinois 60603 


PACIFIC STOCK EXCHANGE INCORPORATED 
618 South Spring Street 
Los Angeles, California 90014 


PHILADELPHIA STOCK EXCHANGE, INC. 
17th Street & Stock Exchange Place 
Philadelphia, Pennsylvania 19103 


(SR-Amex-79-7) 
(SR-CBOE-79-5) 
(SR-MSE-79-12) 
(SR-PSE-79-7) 
(SR-PhIix-79-6) 
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NOTICE OF ORDER APPROVING PROPOSED RULES 
CHANGES 


Pursuant to Section 19(b)(1) of the Securities 
Exchange Act of 1934, 15 U.S.C. 78(s)(b)(1) (the “Act”) 
and Rule 19b-4 thereunder notice is hereby given that 
the American Stock Exchange, Inc. (“Amex”); the 
Chicago Board Options Exchange, Incorporated 
(“CBOE”); the Midwest Stock Exchange, Incorporated 
(“MSE”); the Pacific Stock Exchange Incorporated 
(“PSE”); and the Philadelphia Stock Exchange, 
Incorporated (“Phix”) (collectively referred to as “the 
options exchanges”) filed with the Commission copies 
of proposed rules changes to permit the completion of 
a trading rotation in a class of options after the normal 
4:10 p.m. New York time close of options trading if (a) 
the rotation is initiated in response to unusual market 
conditions, ' and authorized by two floor officials; and 
(b) notice of the rotation is publicly disseminated no 
later than the commencement of the rotation or 4:00 
p.m. New York time, whichever is earlier. 


All the exchanges will notify member firms of an 
unusual market trading rotation through an 
announcement on the trading floor. The exchanges 
also will notify the major news services of unusual 
market trading rotations. Further, in the case of 
multiply-traded options classes, the exchange 
intending to commence a rotation which may extend 
beyond 4:10 p.m. New York time will notify, by 


telephone, re | other exchange which trades the 
options class. 


The purpose of the proposed rules changes is to 
provide each options exchange with authority to 
complete a trading rotation after the exchange’s normal 
trading hours, rather than terminating the rotation 
before it is completed, provided the rotation was 
already in process prior to 4:10 p.m. New York time. 





1The CBOE and MSE proposed rules changes refer to 
trading rotations commenced after the declaration of a 
“fast market.” 


2The Commission understands that the options 
exchanges and the Options Price Reporting Authority 
(“OPRA”) are developing proposals for changes in their 
computer systems which would permit dissemination 
of certain types of market condition data, including 
information about trading halts, split openings and 
options classes currently in rotation. We anticipate 
that the exchanges will actively pursue this 
improvement in OPRA, and we will monitor closely 
OPRA’s progress toward effectively disseminating 
such market condition information. 
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Such a procedure is. needed in unusual market 
situations involving a development near the close of 
trading, such as a major news announcement, which 
causes sharp movement in the price of the security 
underlying an options class. Such a movement in the 
underlying stock may create a dramatic increase in the 
trading volume of the options class and a 
corresponding change in the options premium. When 
such a development occurs near the close of trading, it 
is difficult for an exchange to conduct a complete 
rotation prior to the normal closing time. The new rules 
will permit an options exchange to complete a rotation 
in such a situation and will assist in the maintenance 
of a fair and orderly market. 


Notice of the proposed rules changes together with the 
terms of substance of the proposed rules changes was 
given by publication of Commission Releases 
(Securities Exchange Act Release Nos. 34-15875, May 
25, 1979; 34-15876, May 25, 1979; 34-15877, May 25, 
1979; 34-15878, May 25, 1979; and 34-15880, May 29, 
1979) and by publication in the Federal Register (44 FR 
32493, June 6, 1979; 44 FR 32494, June 6, 1979; 44 FR 
32499, June 6, 1979; 44 FR 32500, June 6, 1979; and 44 
FR 32501, June 6, 1979). No public comments were 
received. 


It appears that the proposed rule change will protect 
investors and the public interest and provide a means 
for maintaining fair and orderly markets under unusual 
conditions by permitting the completion, after normal 
trading hours, of a rotation in progress at the market 
close. Consequently, the Commission finds that the 
proposed rule changes are consistent with the 
requirements of the Act and the rules and regulations 


thereunder applicable to national securities ex- 
changes. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned proposed 
rule changes be, and they hereby are, approved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16018/July 11, 1979 


PROPOSED AMENDMENT TO RULE 15b10-12 





AGENCY: Securities and Exchange Commission. 
ACTION: Proposed amendment to rule. 


SUMMARY: The Commission proposes to amend the 
exemption for certain municipal securities brokers and 
municipal securities dealers from the requirements of 
the SECO program. The current exemption from 
regulation under the SECO program is based upon the 
type of broker or dealer effecting a transaction in a 
security. In contrast, the proposed amendment would 
exempt municipal securities transactions of all brokers 
and dealers from the requirements of the Commission 
SECO rules. 


The proposed amendment would eliminate the current 
dual regulaton of municipal securities transactions 
effected by SECO brokers and dealers which conduct 
business in both municipal and corporate securities. It 
also would make the SECO fair practice rules 
applicable to transactions in exempted securities by all 
registered SECO broders and dealers, including those 
brokers and dealers who limit their business to 
transactions in municipal and exempted securities. 


DATES: Comments should be received by August 31, 
1979. 


ADDRESSES: Interested persons should submit six 
copies of their views and comments to George A. 
Fitzsimmons, Secretary, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D. C. 20549. All submissions will be made available for 
public inspeciton at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, D. 
C. and should refer to Securities and Exchange 
Commission File No. S7-790. 


FOR FURTHER INFORMATION CONTACT: 


Katharine S. Emmons, Esq. 

Office of Self-Regulatory Oversight 
Division of Market Regulation 
Securities and Exchange Commission 
500 North Capitol Street 

Washington, D.C. 20549 

(202) 755-2946 


SUPPLEMENTARY INFORMATION: In 1975, for the 
first time, municipal securities professionals who 
limited their business to transactions in municipal and 
exempted securities (“sole municipal brokers and 
dealers”) were required to register with the 
Commission as a result of their transactions in 
municipal securities.. Registered sole municipal 
brokers and dealers who did not become members of 
the National Association of Securities Dealers, Inc. 
(the “NASD”) became subject to the Commission’s 
SECO (Securities and Exchange Commission Only) 


Program, ! Commission Rules 15b10-1 through 
15b10-11 [17 CFR §240.15b10-1 through 15b10-11] 
regulate SECO brokers and dealers with respect to “fair 
practice” standards, including general business 
conduct, suitability of recommendations, discretionary 
accounts, supervision of employees, recordkeeping, 
and fidelity bonds. The Commission, however, 
anticipated that the Municipal Securities Rulemaking 
Board (the “MSRB”) would establish rules of fair 
practice as directed by Section 15B(b)(2)(C) of the 
Securities Exchange Act of 1934 (the “Act”) [15 U.S.C. 
§780-4(b)(2)(C)]. Accordingly, the Commission a- 
dopted Rule 15b10-12. [17 CFR §240.15b10-12] to 
relieve sole municipal brokers and dealers who were 
not NASD members from the necessity of temproarily 
establishing compliance procedures for the Commis- 
sion’s SECO rules, which regulated areas to be covered 
by the expected MSRB rules.2 SECO brokers and 
dealers effecting transactions in corporate as well as 
municipal and exempted securities (‘mixed product 
brokers and dealers’’), who presumably had 
established such compliance procedures, continued to 
be subject to the requirements of Rules 15b10-1 
through 15b10-11 with respect to their transactions in 
municipal securities. Consequently, when the 
Commission approved the MSRB fair practice rules on 
October 19, 1978,2 SECO mixed product brokers and 
dealers became subject to dual regulation by both the 
Commission and the MSRB with respect to their 
municipal securities transactions. 


The Commission’s proposed amendment to Rule 
15b10-12 would have two effects. First, the proposed 
amendment would eliminate the current dual 
regulation of municipal secrities transactions of SECO 
mixed product brokers and dealers by both the 
Commission and the MSRB. The proposed amendment 
would suspend regulation by the Commission of 
municipal securities transactions effected by SECO 





1 Section 15(b)(9) of the Securities Exchange Act of 
1934 [15 U.S.C. 780(b)(9)] is the statutory authority for 
the SECO program. 


2See Securities Exchange Act Release No. 11876 (Nov. 
26, 1975). 


3 See Securities Exchange Act Release No. 15247 and 
Release No. 15248 (Oct. 19, 1978). 


4 For example, both the SECO rules and the MSRB 
rules concern general business conduct, suitability of 
investment recommendations, supervision of persons 
associated with brokers and dealers, and discretionary 
accounts. 
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mixed product brokers and dealers where a parallel 
MSRB rule exists; specifically, the proposed 
amendment would exempt municipal securities 
transactions from the requirements of Rules 15b10-2, 
15b10-3, 15b10-4, 15b10-5, 15b10-6, and 15b10-11. The 
proposed amendment, accordingly, would eliminate 
unnecessary dual regulation of municipal securities 
transactions by both the Commission and the MSRB. 


In addition, the proposed amendment would subject 
SECO sole municipal brokers and dealers to the 
requirements of the SECO program with respect to 
their non-municipal, exempted, securities transac- 
tions. Currently, Rule 15b10-12 exempts SECO sole 
municipal brokers and dealers from the fair practice 
requirements of the SECO program. The proposed 
amendment would change the current class exemption 
for those sole municipal brokers and dealers to a trans- 
actional exemption limited to municipal securities 
transactions. As a result, the amendment would bring 
under the Commission’s regulation all other 
transactions in securities effected by those SECO sole 
municipal brokers and dealers, whether or not the 
transactions would in themselves cause the broker or 
dealer effecting them to be required to register with the 
Commission. The practical effect of the amendment 
would be to require those persons to comply with the 
SECO rules with respect to their transactions in 
exempted securities.. Transactions in exempted 
securities effected by SECO mixed product brokers and 
dealers are already subject to the requirements of the 
SECO rules; transactions in exempted securities by 
sole municipal securities brokers and dealers would be 
subject to Commission regulation for the first time as a 
result of the proposed amendment. Although this 
SECO regulation would be broader than that of the 
NASD, which does not regulate exempted securities 
transactions effected by its members,° uniform 
regulation within the SECO program would result from 
the proposed amendment.® 


Rule 15b10-12 is proposed to be amended by the 
Securities and Exchange Commission pursuant to the 
Securities Exchange Act of 1934, as amended [15 
U.S.C. §§78a et seq.], and, particularly, Sections 2, 15, 
and 23 [15 U.S.C. §§78b, 780, and 78w]. 





5 Section 15A(f) of the-Act [15 U.S.C. §780-3(f)], the 
statutory authority for the NASD, provides: “Nothing in 
this section shall be construed to apply with respect to 
any transaction by a broker or dealer in any exempted 
security. 


6 Section 15(b)(9) of the Act [15 U.S.C. §780(b)(9)], the 
statutory authority for the SECO program, grants the 
Commission rulemaking power with respect to any 
security, rather than just to non-exempted securities. 
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Accordingly, the Commission proposes to revise 
§240.15b10-12 as follows: 


§240.15b10-12 Exemption for municipal securities 
transactions on non-member brokers and dealers. 


The following rules of the Commission adopted 
pursuant to Section 15(b) of the Act shall not apply to 
transactions in municipal securities effected by 
brokers and dealers: 


Rule 15b10-2 
Rule 15b10-3 
Rule 15b10-4 
Rule 15b10-5 
Rule 15b10-6 
Rule 15b10-11 


All interested persons are invited to submit in writing 
six copies of their views on the proposed amendment 
to Rule 15b10-12 to George A. Fitzsimmons, Secretary, 
Securities and Exchange Commission, 500 N. Capitol 
Street, Washington, D.C. 20549, not later than August 
31, 1979. All communications should refer to File No. 
$7-790 and will be available for public inspection at the 
Commission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D:C. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16019/July 12, 1979 


NOTICE OF FILING AND EFFECTIVENESS OF 
PROPOSED RULE CHANGE BY THE NEW YORK 
STOCK EXCHANGE, INC. 


File No. SR-NYSE-79-21 


The New York Stock Exchange, Inc. (“NYSE’’) 
submitted, on May 14, 1979, a proposed rule change 
under Rule 19b-4 to (1). increase Gratuity Fund death 
benefits for the families of deceased NYSE members 
from $20,000 to $100,000 and (2) increase the 
contributions (/.e., assessments) payable upon the 
death of a member from $15 to $75 per surviving 
member in order to finance the increased benefits. The 
NYSE asserts that the proposal is designed to 





recognize the effects of inflation and to adequately 
provide for the families of deceased members. ! 


The foregoing rule change effects a change in a due, 
fee or other charge imposed by the NYSE and has 
become effective, pursuant to section 19(b)(3)(A) of 
the Securities Exchange Act of 1934 (the “Act”).© At 
any time within sixty days of the filing of such 
proposed rule change, the Commission may summarily 
abrogate such rule change if it appears to the 
Commission that such action is necessary or 
appropriate in the public interest, for the protection of 
investors, or otherwise in furtherance of the purposes 
of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be made 
in the Federal Register during the week of July 16, 
1979. Interested persons are invited to submit written 
data, views-and arguments concerning the submission 
within 21 days from the date of publication in the 
Federal Register. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Captiol Street, Washington, 
D.C. 200549. Reference should be made to File No. 
SR-NYSE-79-21. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and of all written communications 





1 The NYSE received comment letters, expressing 
essentially identical views, from the member 
organizations of Donaldson, Lufkin & Jenrette and 
Smith Barney, Harris Upham & Co., Inc. They stated 
that the Gratuity Fund is an anachronism from the era 
when most NYSE memberships were owned by 
individuals and when such individuals lacked the 
advantages of modern group life insurance; whereas 
now many NYSE memberships are owned by firms, and 
the firms provide group life insurance for all their 
employees. The firms also asserted that group 
insurance programs are available for any NYSE 
members not covered by employer insurance programs 
and that the $100,000 of death benefits to be provided 
by the Gratuity Fund are far more costly in member 
contributions than are premiums on group life 
insurance plans providing identical benefits. 


2 As an amendment to the NYSE Constitution, the 
proposal received the approval of the NYSE Board of 
Directors and the affirmative vote- of the NYSE 
membership. 


relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with the 
provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission's Public 
Reference Room, 1100 L Street, N.W. Washington, 
D.C. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16020/July 12, 1979 


ROYAL W. CARSON, JR. 


The Commission has instituted public administrative 
proceedings under the Securities Exchange Act of 1934 
against Royal W. Carson, Jr. (Carson), of Oklahoma 
City, Oklahoma. The proceedings are based upon 
allegations that Carson willfully violated a prior 
Commission Order suspending him from association 
with any broker or dealer. 


A hearing will be scheduled by further order to take 
evidence of the staff’s allegations and to afford Carson 
an opportunity to offer any defense thereto, for the 
purpose of determining whether the allegations are 
true, and, if so, what, if any, action of a remedial 
nature should be ordered by the Commission. 








PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21133/July 6, 1979 





In the Matter of 


NEW ENGLAND ELECTRIC SYSTEM 
Westborough, Massachusetts 


(70-6319) 
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ORDER AUTHORIZING PROPOSED ISSUANCE AND 
SALE OF COMMON STOCK PURSUANT TC 
EMPLOYEE SHARE OWNERSHIP PLAN AND GRANT- 
ING REQUEST FOR EXEMPTION FROM COMPETI- 
TIVE BIDDING 


New England Electric System (“NEES”), a registered 
holding company, has filed with this Commission an 
application-declaration and amendments thereto pur- 
suant to Sections 6(a) and 7 of the Public Utility Hold- 
ing Company Act of 1935 (“Act”) and Rule 50(a)(5) 
promulgated thereunder concerning the following 
proposed transaction. 


By order dated September 14, 1977 (HCAR No. 20173), 
NEES was authorized to issue and sell through 
December 31, 1979, a maximum of 300,000 shares of 
its authorized but unissued common shares, $1 par 
value through a NEES Companies’ Employees’ Share 
Ownership Plan (“Plan”). As of June 1, 1979, 125,500 
such shares remained unsold. NEES now requests 
authorization to issue and sell from time to time 
through December 31, 1983, 675,000 additional shares 
of its authorized but unissued common shares, 
together with the 125,500 shares heretofore authorized 
but unsold, pursuant to the Plan, as amended. The 
proceeds from such sales will be used for investment 
in NEES’s subsidiaries, for payment of NEES’s 
indebtedness or for general purposes. 


Each employee of NEES and its direct subsidiaries, 
Granite State Electric Company, Massachusetts 
Electric Company, Narragansett Electric Company, 
New England Energy Incorporated, New England 
Power Company and New England Power Service 
Company (“Employers”), who has completed at least 
one year of service as of January 1, 1976, will 
participate on the first day of the Plan year in which 
he completes one year of service. Participation in the 
plan will terminate when employment terminates. 


The Employers will contribute to a trust (“Trust”) in 
each year an amount equal to the additional one 
percent investment tax credit allowed for the Plan year 
under Section 46(a)(2)(E)(i) of the Internal Revenue 
Code (“Code”). In addition, if an appropriate election 
is made on the consolidated federal income tax return 
and to the extent matched by participant contribu- 
tions, the Employers will contribute to the Trust in 
each Plan year an amount not in excess of an 
additional one-half of one percent investment tax 
credit under Section 46(a)(2)(E)(ii) of the Code. 
Contributions to the Trust by the Employers will be 
made for each Plan year on the due date (unless 
extended) for filing the consolidated federal income 
tax return for the corresponding tax year. The trustee, 
The First National Bank of Boston, will purchase 
common shares of NEES on or before the thirtieth day 
following the date of the contribution. However, if the 
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full amount of the investment credit is not utilized for 
a Plan year because the credit is limited on the basis 
of the tax payable for the year, that portion of the 
additional credit not so utilized shall be contributed to 
the Trust at the time when such portion is so utilized. 


Participants shall not be required to make 
contributions to the Trust. However, if elected by 
NEES on its consolidated federal income tax return, 
participants may make contributions in an aggregate 
amount not in excess of an additional one-half of one 
percent investment credit, which contributions will be 
matched in a like amount by the Employers. The 
amount of the contributions to be made by a partici- 
pant for a Plan year will be based on the ratio of his 
compensation for the Plan year to the total compen- 
sation of all participants making matching contribu- 
tions. Participant contributions shall be invested by 
the trustee in NEES’ common shares within thirty 
days of payment. 


Shares purchased under the Plan will normally come 
from the authorized but unissued common shares. 
However, NEES reserves the right to instruct the 
trustee to purchase shares for participants on the 
open market. Such market purchases may be made on 
such terms as to price, delivery and other matters as 
the trustee may determine. NEES states that the 
decision to purchase shares on the open market will 
take into account NEES’ need for common equity, 
general market conditions and the relationship 


between the purchase price and the book value per 
share. 


The value of common shares purchased from NEES 
with Employer contributions will be based on the 
average of the closing prices on the New York Stock 
Exchange—composite transactions as reported in The 
Wall Street Journal for the twenty consecutive trading 
days immediately preceding the purchase date. The 
value of common shares purchased from NEES with 
participants’ contributions and reinvested dividends 
will be based on the average of the high and low sale 
prices on the New York Stock Exchange—composite 
transactions as reported in The Wall Street Journal for 
each of the last 5 trading days preceding the purchase 
date. When shares are purchased on the open market, 
shares will be priced for each participant’s account at 
the average purchase price of all shares purchased. 


A separate account for each participant, reflecting the 
number of common shares credited thereto, will be 
established and maintained by the trustee. If 
participant contributions are made to the trust, two 
accounts shall be maintained for each participant, one 
for Employer contributions and the other for 
participant contributions. Contributions to the Trust 
by the Employers of an amount determined pursuant 
to Section 46(a)(2)(E)(i) of the Code, less an amount 





equal to the expenses of the Plan but not in excess of 
statutory limitations, shall be combined and allocated 
to the account for each participant based on the ratio 
of the participant’s compensation for the Plan year. 
Contributions to the Trust by the Employers of an 
amount determined pursuant to Section 46(a)(2)(E)(ii) 
of the Code shall be combined and allocated to the 
contributions of each participant. 


Cash dividends received on common shares held by 
the trustee, less an amount necessary to pay 
expenses of administering the Plan but not in excess 
of statutory limitations, will be invested by the trustee 
in common shares as soon as practicable. Common 
shares so purchased will be allocated to each 
participant’s account or accounts based on the ratio 
of the common shares in each account to the total 
common shares in all participant’s accounts. 


As soon as practicable after the end of each Plan year, 
each participant will be furnished with a statement 
showing the status of his account or accounts at the 
beginning and end of each Plan year, any changes in 
his account or accounts during the Plan year, and 
other information that may be pertinent. 


A participant’s account or accounts shall become 
distributable to him (or, in the event of his death, to 
the beneficiary designated by him) upon the termina- 


tion of his participation. A participant may, subject to 
certain restrictions, prior to termination of employ- 
ment apply for a distribution of a portion or all of the 
balance in his account or accounts, if such portion or 
balance has been allocated to his account or accounts 
for a period of at least eighty-four months beginning 
after the month in which the allocation was made. 


Distributions shall be made in cash or in whole 
common shares, at the participant’s option. Any 
fractional share allocated to a participant’s account 
shall be paid in cash. A participant shall at all times 
have a fully vested and nonforfeitable right to the 
common shares credited or creditable to his account 
or accounts. 


The Board of Directors of New England Power Service 
Company shall have the sole authority to appoint and 
remove the trustee. The trustee shall have the sole 
responsibility for administartion of the Trust and the 
management of Plan assets held under the Trust, as 
and to the extent set forth in the Trust. The trustee 
will accept and hold in the Trust contributions made 
by the Employers or participants pursuant to the Plan. 


Pending the purchase of common shares pursuant to 
the Plan, the trustee may temporarily retain unin- 
vested cash or may invest all or only part thereof in 
short-term investments, if such action is prudent 
under all the facts and circumstances then prevailing. 


A committee (“ESOP Committee”) shall be the named 
fiduciary, which shall have authority to control and 
manage the operation and administration of the Plan. 
Among other duties, the ESOP Committee will deliver 
or cause to be delivered to each participant proxy 
statements and other communications which are 
distributed to owners of NEES common shares. Each 
participant shall have the right to direct the trustee to 
exercise the voting rights with respect to all the whole 
and fractions of common shares allocated to his 
account. 


No amendment of the Plan may be made which will 
(1) deprive any participant or beneficiary of any part of 
an account existing on the date of such amendment; 
(2) result in the reversion to an Employer of any part 
of the funds contrary to the provisions of the Plan; or 
(3) increase the duties or liabilities of the trustee 
without its written consent. Any Employers, with the 
written consent or vote of the board of directors of 
each other Employer, may terminate the Plan at any 
time. 


NEES requests an exemption from the competitive 
bidding requirements of Rule 50 under Rule 50(a)(5) 
for the proposed issuance and sale of common stock 
to the Plan. 


The fees and expenses to be incurred in connection 
with the proposed sale of the common shares are 
estimated at $130,000 through December 31, 1983. 
Pursuant to Internal Revenue Service regulations, 
these fees and expenses will be paid from the Trust. 
No state commission and no federal commission, 
other than this commission, has jurisdiction over the 
proposed transaction. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No 21079), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said 
application-declaration, as amended, be granted and 
permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, granted 
and permitted to become effective forthwith, subject 
to the terms and conditions prescribed in Rule 24 
promulgated under the Act, except that (1) certificates 
thereunder shall be filed quarterly, including a 
summary of the total shares issued and total proceeds 
realized, and (2) the certificate reporting the results of 
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the last quarter of the calendar year shall also include 
a summary of the total expenses incurred, directly or 
indirectly, by NEES and the Trust, from operating the 
Plan and Trust during the calendar year. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21134/July 6, 1979 


In the Matter of 


MIDDLE SOUTH UTILITIES. INC. 
SYSTEMS FUELS, INC. 

225 Baronne Street 

New Orleans, Louisiana 70112 


ARKANSAS POWER & LIGHT COMPANY 
First National Building 
Little Rock, Arkansas 72203 


LOUISIANA POWER & LIGHT COMPANY 
142 Delaronde Street 
New Orleans, Louisiana 70174 


MISSISSIPPI POWER & LIGHT COMPANY 
Electric Building 
Jackson, Mississippi 39205 


NEW ORLEANS PUBLIC SERVICE INC. 
317 Baronne Street 
New Orleans, Louisiana 70112 


(70-5259) 


NOTICE OF FIFTH POST-EFFECTIVE AMENDMENT 
REGARDING LINE OF CREDIT BETWEEN BANK AND 
NONUTILITY SUBSIDIARY COMPANY TO FINANCE 
FUEL PROCUREMENT FOR OWNER ASSOCIATE 
UTILITY COMPANIES 


NOTICE IS HEREBY GIVEN that Middle South Utili- 
ties, Inc. (“Middle South”), a registered holding 
company, its public-utility subsidiary companies, 
Arkansas Power & Light Company (“Arkansas”), 
Louisiana Power & Light Company (“Louisiana”), 
Mississippi Power & Light Company (“Mississippi”), 
and New Orleans Public Service Inc., (“NOPSI”) 
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(collectively referred to as “Operating Companies”), 
and System Fuels, Inc. (“SFI”), a jointly-owned non- 
utility subsidiary company of Operating Companies, 
have filed with this Commission a fifth post-effective 
amendment to the declaration in this proceeding 
pursuant to Sections 6(a), 7, and 12(b) of the Public 
Utility Holding Company Act of 1935 (“Act”) and Rule 
45 promulgated thereunder regarding the following 
proposed transactions. All interested persons are 
referred to the amended declaration, which is 
summarized below, for a complete statement of the 
proposed transactions. . 


By orders in this proceeding dated December 8, 1972, 
September 17, 1973, November 25, 1974, December 1, 
1976, and December 7, 1978 (HCAR Nos. 17797, 
18097, 18679, 19779, and 20820), the Commission 
authorized SFI to issue and sell its unsecured 
promissory notes, in an aggregate amount not ex- 
ceeding $25,090,000 outstanding at any one time, to 
Hibernia National Bank in New Orleans (“Hibernia”) 
from time to time for a period of eight years from the 
date of a loan agreement (December 8, 1972) among 
Hibernia, SFI, Operating Companies, and Middle 
South. Under the loan agreement, nine other banks 
are participating to the extent of $21,590,000 or 86.1% 
of the borrowings. It is stated that as of May 31, 1979, 
SFI had issued notes under the line of credit in the 
aggregate principal amount of $25,090,000, the 
proceeds of which were applied by SFI toward the 
purchase of oil for use as fuel by Arkansas, Louisiana, 
Mississippi, NOPSI, and Arkansas-Missouri Power 
Company. 


It is now proposed that the maximum aggregate 
principal amount which SFI is authorized to borrow 
and reborrow through December 8, 1980, from 
Hibernia under a line of credit be increased from 
$25,090,000 to $75,000,000 at any one time outstand- 
ing and that the purposes for which the borrowings 
may be made be modified. To effect this proposed 
increase in the amount of borrowings by SFI, said 
agreement, dated as of December 8, 1972, as 
previously amended, will be further amended to 
provide for borrowings up to an aggregate principal 
amount not to exceed, at any one time outstanding, 
$75,000,000 and to provide that the borrowings be 
used to finance a portion of SFl’s fuel oil inventory, 
SFl’s acquisition of natural gas supplies, and other 
expenditures (exclusive of expenditures for the 
purchase of nuclear materials or services) in 
connection with SFl’s fuel supply program. 


The same nine commercial banks will continue to 
participate in the increased borrowings by SFI from 
Hibernia. The amount of their participation in the 
increased borrowings will equal 32.72% of such 
borrowings at any one time outstanding, up to a 
maximum of $24,540,000. Hibernia’s participation will 





be the remaining 67.28%, up to a maximum of 
$50,460,000. All the other terms and conditions 
related to the borrowings remain the same. 


SFI estimates that the market value of its fuel oil 
inventory at May.31, 1979, was $131,700,000 and that 
it will be required to maintain, through December 31, 
1979, fuel oil inventory varying from a minimum of 
5,800,000 bbis. to a maximum of 7,800,000 bbis., 
subject to fluctuation from time to time due to 
seasonal factors, the availability of natural gas and 
purchased power, and Middle South System needs. 
The present estimate of the market value of said pro- 
jected maximum fuel oil inventory through December 
31, 1979, is $145,000,000. The maximum value of SFI’s 
fuel oil inventory in 1980 is estimated to be at least as 
high as the projected 1979 maximum value. SFI 
intends to finance this increase through a proposed 
increase in borrowings under the Acceptance Facility 
Line of Credit Agreement, which will be the subject of 
a subsequent post-effective amendment in File No. 
70-6055 and the proposed increase in borrowings 
under the loan agreement in this proceeding. 


Available borrowings authorized under the loan 
agreement are also proposed to}be used by SFI to 
acquire natural gas, which has become available as a 
result of recently enacted Federal energy legislation 
and will be sold to Arkansas, Louisiana, Mississippi, 


NOPSI, or Ark-Mo for use as boiler fuel. In addition, 
SFI proposes to use borrowings under the loan agree- 
ment not then required for the above purposes to meet 
certain of SFI’s capital expenditure requirements for 
its fuel supply program. 


No state commission and no federal commission, 
other than this Commission, has jurisdiction over the 
proposed transactions. It is stated that the fees and 
expenses to be incurred in connection with the pro- 
posed transactions are estimated at $12,500, 
including legal fees of $10,000. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than July 30, 1979, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by said 
post-effective amendment to the declaration which 
he desires to controvert; or he may request that he be 
notified if the Commission should order a hearing 
thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request 
should be served personally or by mail upon the 
declarants at the above-stated addresses, and proof of 
service (by affidavit or, in case of an attorney at law, 
by certificate) should be filed with the request. At any 
time after said date, the declaration, as now amended 
or as it may be further amended, may be permitted to 


become effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or 
the Commission may grant exemption from such 
rules as provided in Rules 20(a) and 100 thereof or 
take such other action as it may deem appropriate. 
Persons who request a hearing or advice as to whether 
a hearing is ordered will receive any notices and 
orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21135/July 6, 1979 


In the Matter of 


CENTRAL AND SOUTH WEST CORPORATION 
2700 One Main Place 
Dallas, Texas 75250 


(70-6329) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
COMMON STOCK AT COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Central and South 
West Corporation (“CSW”), a registered holding com- 
pany, has filed with this Commission a declaration 
pursuant to the Public Utility Holding Company Act of 
1935 (“Act”), designating Sections 6(a) and 7 of the 
Act and Rule 50 promulgated thereunder as applicable 
to the proposed transaction. All interested persons 
are referred to the declaration, which is summarized 
below, for a complete statement of the proposed 
transaction. 


CSW proposes to issue and sell at competitive 
bidding up to 5,000,000 shares of its authorized but 
unissued common stock, par value $3.50 per share 
(the “Additional Shares”). The net proceeds from the 
sale of the Additional Shares will be used to retire a 
like amount of CSW’s short-term debt and commercial 
paper (which aggregated $123,600,000 as of May 31, 
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1979) expected to be outstanding at the time of sale 
(estimated to aggregate $97,000,000 at such time). 


None of the proceeds from the sale of the Additional 
Shares will be utilized, directly or indirectly, to pay 
the cost of facilities which would not be needed to 
provide service to customers of CSW’s operating sub- 
sidiaries if they were not part of the CSW System, nor 
will any expenditures be made by such operating sub- 
sidiaries for the construction or acquisition of any 
facility not so needed prior to the time all funds 
covered by this declaration have been expended. For 
the purposes of the foregoing representation there are 
included within the meaning of the term facilities all 
facilities, the construction or acquisition of which are 
or would be part of any proposal for synchronous 
interstate operation of the CSW System forming the 
subject of the proceedings in Central and South West 
Corporation, et al. (Admin. Proc. File No. 3-4951), 
which facilities would not also be required for the 
continuation of dissynchronous interstate/intrastate 
operation in the mode presently prevailing in the CSW 
System. 


The fees and expenses to be incurred in connection 
with the proposed transaction will be supplied by 
amendment. It is stated that no state commission and 
no federal commission, other than this Commission, 
has jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than July 27, 1979, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by said 
declaration which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such 
request should be served personally or by mail upon 
the declarant at the above-stated address, and proof 
of service (by affidavit or, in case of an attorney at 
law, by certificate) should be filed with the request. At 
any time after said date the declaration, as filed or as 
it may be amended, may be permitted to become 
effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponement thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 
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George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21136/July 6, 1979 


In the Matter of 


AMERICAN ELECTRIC POWER COMPANY, INC. 
New York, New York 


MICHIGAN POWER COMPANY 


MICHIGAN NATURAL GAS COMPANY 
Three Rivers, Michigan 


(70-5213) 


ORDER GRANTING EXEMPTION FROM COMPETI- 
TIVE BIDDING IN CONNECTION WITH SALE OR DIS- 
POSITION OF GAS PROPERTIES 


American Electric Power Company, Inc. (“AEP”), a 
registered holding company, and two of its sub- 
sidiaries, Michigan Power Company (“MPC”), a gas 
and electric utility company, and Michigan Natural 
Gas Company (“MNG”), a presently inactive company, 
have filed with this Commission a_ post-effective 
amendment to their Plan previously filed and amended 
pursuant to Section 11(e) and other applicable 
provisions of the Public Utility Holding Company Act 
of 1935 (“Act”) and rules promulgated thereunder 
concerning the following proposed transaction. 


By order dated July 24, 1967 (HCAR No. 15800), AEP 
was authorized to acquire MPC (then known as 
Michigan Gas and Electric Company), a previously 
nonaffiliated company owning and operating a 
combination gas and electric utility business. Such 
acquisition was conditioned on AEP’s divestiture of 
the gas utility properties of MPC, and the order of 
July 24, 1967, authorized their sale to Michigan Gas 
Utilities Company (“MGU”), a nonaffiliated gas utility 
company, the Commission reserving jurisdiction over 
such final disposition. To facilitate the divestiture, 
AEP was authorized by order dated October 25, 1968 
(HCAR No. 16196), to create MNG (then called 
MacLane Gas Company). MNG was to acquire MPC’s 
gas properties and to issue and sell its securities to 
AEP, which was to sell such securities to MGU. By 
letter dated August 21, 1969, however, AEP advised 
the Commission that its agreement with MGU had 
been terminated due to MGU’s inability to obtain the 
necessary financing. 





About three years after termination of the agreement 
with MGU, AEP, MPC and MNG filed a Plan under 
Section 11(e) of the Act outlining a program for 
ultimate divestiture of the gas properties. Part | of the 
Plan involved the redemption of MPC’s preferred 
stock, which redemption was authorized by Memoran- 
dum Opinion and Order dated June 1, 1978 (HCAR 
No. 20569). Part Il of the Plan involved term financing 
for MPC, which financing was authorized by order 
dated December 30, 1976 (HCAR No. 19828). The 
remainder of the Plan, none of which has been 
authorized, and further details of which will be 
supplied by future amendment, involves AEP’s sale or 
disposition of all of MNG’s common stock for a 
consideration of cash or cash and debt securities or 
installment obligations of the purchaser, and the 
severance of all corporate and other ties of MNG with 
AEP and MPC in steps including all corporate and 
other ties of MNG with AEP and MPC in steps 
including (i) completion of the organization of MNG, 
(ii) sale and transfer of the gas utility properties of 
MPC to MNG free from the lien of MPC’s mortgage, 
and (iii) establishment by MNG of the rates and tariffs 
by which it, as the successor operator of the gas 
distribution and other facilities, will render retail gas 
service. 


In the instant post-effective amendment, AEP 
requests an exemption from the competitive bidding 
requirement of Rule 50 with respect to its proposed 
sale of the common stock of MNG pursuant to Rule 
50(a)(5). AEP had previously been granted such an 
exemption for 90-day periods by orders dated June 13, 
1973, and October 10, 1973.(HCAR Nos. 18007 and 
18119), but no purchaser was found and no request to 
renew the exemption was filed until now. It is stated 
that AEP has contacted eleven utility systems which it 
believes might have an interest in acquiring some or 
all of the gas utility properties, and that it has 
received requests for additional information from 
several of the utilities it contacted. AEP believes it 
would be desirable to initiate further discussions 
with, and if warranted to negotiate with, such 
prospective purchasers concerning the terms on 
which AEP would be willing to sell and such 
prospective purchasers would be willing to buy the 
common stock of MNG. 


The record is incomplete with respect to the fees and 
expenses to be incurred in connection with the 
request for exemption from competitive bidding. No 
state commission and no federal commission, other 
than this Commission, has jurisdiction over the 
requested exemption. 


Due notice of the filing of said post-effective amend- 
ment to the Plan has been given in the manner 
prescribed in Rule 23 promulgated under the Act 
(HCAR No. 21081), .and no hearing has been 


requested of or ordered by the Commission. Upon the 
basis of the facts in the record, it is hereby found that 
the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public 
interest and in the interest of investors and 
consumers that said Plan, as amended, insofar as it 


requests an exemption from competitive bidding, be 
approved: 


IT IS ORDERED, pursuant ot the applicable provisions 
of the Act and rules thereunder, that said Plan, as 
amended by said post-effective amendment, insofar 
as it requests an exemption from competitive bidding, 
be, and it hereby is, approved forthwith, subject to the 
terms and conditions prescribed in Rule 24 
promulgated under the Act. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved with resepct to the terms of sale of 
the common stock of MNG, all other aspects of the 
Plan and the fees expenses to be incurred in 
connection with the exemption from competitive 
bidding. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21137/July 6, 1979 


In the Matter of 


OHIO POWER COMPANY 
301 Cleveland Avenue, S.W. 
Canton, Ohio 44702 


(70-6322) 


NOTICE OF PROPOSED ACQUISITION OF RAIL- 
RELATED ASSETS 


NOTICE IS HEREBY GIVEN that Ohio Power Company 
(“Ohio Power”), an electric utility subsidiary of 
American Electric Power Company, Inc. (“AEP”), a 
registered holding company, has filed with this 
Commission an application pursuant to the Public 
Utility Holding Company Act of 1935 (“Act”), 
designating Sections 9(a) and 10 of the Act as applic- 
able to the proposed transaction. All interested 
persons are referred to the application, which is 
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summarized below, for a complete state of the 
proposed transaction. 


Ohio Power proposes to acquire for approximately. 


$510,000 certain assets related to the repair of railroad 
cars, consisting of rail tracks, switches, buildings and 
other rail-related inventory, from Sewco, Inc. 
(“Sewco”) pursuant to a contract between Sewco and 
American Electric Power Service Corporation, an 
affiliate of Ohio Power, acting as Ohio Power’s agent, 
which contract is subject to approval of this Commis- 
sion. Ohio Power also requests authorization to make 
additional expenditures for equipment and acces- 
sories related to rail car maintenance and repair in an 
amount not to exceed $375,000 through December 31, 
1979. 


It is stated that the rail-repair assets will be used to 
maintain the 1,765 railroad hopper cars which 
transport coal from the western United States to Ohio 
Power’s Cook Coal Terminal (“Cook”), a rail-to-river 
coal transfer facility located near Metropolis, Illinois. 
These cars are part of the AEP system operating com- 
panies’ fleet of 3,200 rail hopper cars which have been 
acquired through lease. The number of such cars used 
for western transport of coal to Cook is expected to 
increase to 2,350 in the near future. 


Most coal-hauling railroads provided the hopper cars 
for transporting coal until recently, when shippers, 
especially utilities, were encouraged to provide their 
own rail cars. With the lease acquisition of 3,200 cars 
by members of the AEP system came the obligation tc 
maintain them. Rail car maintenance may be divided 
into three types of repairs: (i) Running Repairs—those 
that are necessary during the course of a railroad trip 
and are generally performed by railroads at rates 
specified in tariffs filed with the Interstate Commerce 
Commission; (ii) Heavy Repairs—those which, 
because of the equipment that must be used, are 
usually made at rail maintenance shops; and (iii) Pre- 
ventative Maintenance—those repairs which consist 
of work performed to keep the car in good condition 
by replacing parts that may soon wear out. 


Ohio Power proposes to do Preventative Maintenance, 
as well as minor Running Repairs, at Cook. Previously 
such services were provided by Sewco, a rail 
maintenance company, pursuant to a contract which 
expired December 31, 1978. Since Ohio Power 
believed it could do the work better, and at less cost, 
than Sewco, the contract was not renewed. Ohio 
Power will continue to have Heavy Repairs, as well as 
some Preventative Maintenance, done by the Rail Car 
Maintenance Company (“RMC”) at its rail car repair 
shop located near Alliance, Nebraska. Since 
termination of the agreement with Sewco, most main- 
tenance for rail cars carrying coal to Cook has been 
performed by RMC. 
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In addition to doing Preventative Maintenance and 
minor Running Repairs, Ohio Power proposes to make 
a Cook periodic rail car inspections required once a 
year by regulation of the Federal Railroad Adminis- 
tration, which inspections must be made at a shop. 


Ohio Power states that it believes the replacement 
value of the assets proposed to be acquired from 
Sewco is $560,334. The contract price is $510,000, 
subject to adjustments. In order to maintain rail cars 
during the period in which the Commission considers 
this application, the purchase agreement provides for 
the rental of the Sewco assets at Cook, at a rate of 
$8,500 per month for an initial three-month term and 
any renewal thereof, plus a monthly interest carrying 
charge on the $510,000 purchase price (reduced by 
any previous monthly payments of $8,500), with the 
$8,500 portion of all monthly rentals applied as a 
credit against the purchase price. 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at $2,500. 
It is stated that no state commission and no federal 
commission, other than this Commission, has juris- 
diction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 2, 1979, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by said 
application with the desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the applicant at the above stated address, and 
proof of service (by affidavit or, in case of an attorney 
at law, by certificate) should be filed with the request. 
At any time after said date, the application, as filed or 
as it may be amended, may be granted as provided 
in Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such action as it may 
deem appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive 
notices and orders issued in this matter, including the 
date of the hearing (if ordered) and any postpone- 
ments thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21138/July 9, 1979 


In the Matter of 


PIEDMONT-FORREST CORPORATION 
Atlanta, Georgia 


(70-6310) 


ORDER AUTHORIZING CERTAIN TRANSACTIONS 
RELATED TO CONSTRUCTION OF NEW OFFICE 
BUILDING COMPLEX 


Piedmont-Forrest Corporation (“Property Company”), 
a wholly-owned subsidiary of Georgia Power 
Company (“Georgia”), which, itself, is a wholly- 
owned electric utility subsidiary of The Southern 
Company, a registered holding company, has filed an 
application and an amendment thereto with this 
Commission pursuant to Sections 9(a) and 10 of the 
Public Utility Holding Company Act of 1935 (“Act”) 
regarding the following proposed transactions. 


Property Compnay is engaged in the acquisition, 
ownership, maintenance, and disposition of property 
in connection with and incidental to the utility 
operations of Georgia. In order to provide for the 
construction of a new office building complex 
(“Improvements”) for Georgia in the Bedford-Pine 
Urban Redevelopment Area (“Area”) of downtown 
Atlanta, Georgia (see File No. 70-6135), Property 
Company proposes to enter into a Construction Loan 
Commitment pursuant to which Property Company 
will be committed to make a construction loan 
(“Construction Loan”) in a currently estimated amount 
of $57,019,340, to One Atlanta Associates, a special- 
purpose limited partnership (“Improvements Owner”), 
which is to own the Improvements and lease them to 
Georgia under a long-term net lease (“Prime Lease”). 
Improvements Owner will use the proceeds of such 
loan to purchase the partially completed Improve- 
ments from Property Company and complete 
construction thereof. In exchange for the Construction 
Loan, Property Company proposes to acquire a note 
(“Construction Note”) from Improvements Owner to 
evidence the indebtedness under the Construction 
Loan. 


The Construction Loan will comprise 98% of the 
presently budgeted cost ($58,183,000) of constructing 
the Improvements, the remaining 2% to be 
contributed by the Improvements Owner as disburse- 
ments are made for construction. The principal 
amount of the Construction Loan is subject to 
increase or decrease by a maximum of 5% but will not 
exceed $59,870,307. Disbursements will be made by 
Property Company from time to time as needed and as 


requested by the borrower until substantial 
completion of the Improvements, presently expected 
to be on or before November 1, 1980, but not later 
than March 31, 1981. The Construction Loan will bear 
interest at a variable rate equal to the greater of the 
cost of money of Property Company or 9.75% per 
annum, payable as each disbursement is made 
thereunder, each such disbursement to include an 
amount equal to 98% of each such interest payment. 


The Construction Note will be without recourse 
against Improvements Owner and will be secured by a 
first priority lien and security title in the 
Improvements, express assignments of the Improve- 
ments Owner’s positions as lessee under a Ground 
Lease and as lessor under the Prime Lease, and a 
collateral assignment to Property Company of certain 
construction and architectural contracts. No payment 
of principal will be required under the Construction 
Note during the period of construction. 


Pursuant to Commission authorization (see File No. 
70-6135), Georgia will make advances from time to 
time as needed to Property Company to enable it to 
fund the Construction Loan. The Trustees of the 
General Electric Pension Trust (“GEPT”) have issued a 
commitment to provide permanent financing for the 
Improvements by purchasing the Construction Note 
upon the earlier of substantial completion of the 
Improvements or March 1, 1981, at which time the 
Property Company will repay such advances to 
Georgia. 


The proposed Construction Loan and acquisition of 
the Construction Note are part of a contemplated 
overall series of transactions to provide for the 
construction, financing, sale and leaseback of the 
Improvements, the real property (approximately 5.67 
acres) which comprises the building site, and certain 
rights with respect to parking and other facilities 
(such real property and such rights are hereinafter 
collectively referred to as the ‘“‘Land’’). Such 
contemplated transactions are outlined in a “Letter 
Agreement” with attached “New Outline,” dated April 
17, 1979, among George, Property Company, and 
Winthrop Financial Company, Inc. (acting on behalf of 
itself, GEPT, R.H. Cushman Associates, Inc., Damon 
Raike & Company and Wells Fargo Mortgage 
Company, all of which are hereinafter collectively 
referred to as the “Winthrop Group”). 


The Letter Agreement and New Outline contemplate 
that on or before August 31, 1979 (“First Closing”), 
Property Company will grant an option to 
Improvements Owner to purchase the Land (“Land 
Option”) for $8,600,000 (“Land Cost”), which repre- 
sents Property Company’s cost for the Land. On or 
before the First Closing, Improvements Owner will 
assign the Land Option to GEPT which, at the First 
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Closing, will exercise the Land Option and purchase 
the Land from Property Company. Simultaneously, 
GEPT will enter into a “Ground Lease” with Improve- 
ments Owner pursuant to which the Improvements 
Owner will lease the Land. The Ground Lease will 
have an initial term of forty years at an annual rental 
of 9.75% per annum of the Land Cost, three renewal 
terms of ten years each at an annual rental of 14.625% 
per annum of the Land Cost, and one renewal term of 
twenty-five years at an annual rental of 14.625% per 
annum of the greater of the Land Cost or the then 
appraised fair market value of the Land. 


Also, at the First Closng, GEPT will enter into a “Buy- 
Sell Agreement” with Property Company, Georgia, 
and Improvements Owner, which will be a binding 
obligation on the part of GEPT to purchase the 
Construction Note from Property Company, in the 
amount of the Construction Loan, upon the earlier of 
substantial completion of the Improvements or March 
1, 1981. 


At the First Closing, Georgia will enter into the Prime 
Lease with Improvements Owner pursuant to which 
Georgia will lease the Improvements and sublease the 
Land. The Prime Lease will have an initial term of 
forty years with three renewal terms of ten years each. 
Base rent payments under the Prime Lease will 
commence upon substantial completion of construc- 
tion of the Improvements and issuance of certain 
certificates of completion or March 1, 1981, whichever 
is earlier, provided that Improvements Owner is not in 
material default under the Construction Loan. During 
the initial term of the Prime Lease, base rent will be a 
function of the “Completion Cost” which is defined as 
the total of the amount budgeted at the First Closing 
for construction of the Improvements (subject to a 
variance, plus or minus, of 5%) and Land Cost. 
Completion Cost is currently estimated to be 
$66,783,000. 


The base rent will be calculated over the entire 
forty-year initial term to a rent cost constant to 
Georgia of 8.27% per annum of Completion Cost. In 
the early years of the initial term, base rent payments 
will be substantially smaller than in the later years of 
such term and will be payable monthly in arrears, with 
each installment to be in an amount equal to 1/12 of: 
(i) 1.269271% of Completion Cost (exclusive of Land 
Cost) and 9.75% of Land Cost during the first three 
years of the initial term; (ii) 5.559641% of Completion 
Cost (exclusive of Land Cost) and 9.75% of Land Cost 
during the fourth year of the initial term; (iii) 
6.75000% of Completion Cost (exclusive of Land 
Cost) and 9.75% of Land Cost during the fifth and 
sixth years of the initial term; (iv) 12.122259% of 
Completion Cost (exclusive of Land Cost) and 9.75% 
of Land Cost during the next fourteen years of the 
initial term; and (v) 14.15159% of Completion Cost 
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(exclusive of Land Cost) and 9.75% of Land Cost for 
the balance of the initial term. Based on the above 
percentages, it is estimated that the annual rental 
cost to Georgia during the initial term will be as 
follows: $100,000 for year 1-3; $4,073,266 for year 4; 
$4,765,853 for year 5-6; $7,891,594 for year 7-20 and 
$9,072,320 for year 21-40. During any renewal term of 
the Prime Lease, annual base rent will be 7.5% of 
Completion Cost. 


The Prime Lease will be absolutely net, and Georgia 
will be required to pay the base rent without offset or 
diminution and will be responsible for all costs and 
expenses associated with the use and occupancy of 
the Improvements and Land. In the event that the 
amount required to complete construction of the 
Improvements exceeds the maximum Completion 
Cost contemplated by the documents ($61,092,150, 
exclusive of Land Cost), Georgia will thereupon be 
required to take possession of the Improvements and 
complete construction thereof, with such additional 
expenditures to be at Georgia’s own expense and for 
its own account. Under the Prime Lease, it is contem- 
plated that Georgia will be treated as the purchaser of 
“new Section 38 property” pursuant to Internal 
Revenue Code Section 48(d) in order that the 
investment tax credit be available to Georgia. 


At all times during the initial term and any renewal 
term of the Prime lease, Georgia will have a right of 
first refusal to purchase the Land and/or the 
Improvements. At the end of the initial term of the 
Prime Lease or any renewal term, Georgia will have 
the right to purchase the Land and Improvements at 
their then appraised fair market value. If at any time 
during or after the twentieth year of the Prime Lease, 
Georgia is required by regulatory authorities to 
account for the Prime Lease for ratemaking purposes 
in a manner adverse to Georgia’s ability to take lease 
costs into account in its asset or expense base, 
Georgia will have the continuing right to offer to 
purchase the Improvements. 


The application states that Georgia distributed bid re- 
quest for both mortgage debt and sale/leaseback 
financing proposals to twenty-nine major real estate 
lenders and approximately fifty financial intermedi- 
aries, that it received over forty responses, and that 
after analyzing such responses (with lowest effective 
interest cost being the primary consideration( Georgia 
determined that the proposal submitted by the 
Winthrop Group was the most attractive. Georgia esti- 
mates that the effective interest cost of the Prime 
Lease will be 8.27% per annum and that the effective 
interest cost of the next-most-attractive proposal 
would have been 8.76% per annum. 


On December 12, 1978, Georgia applied to the Georgia 
Public Service Commission (“GPSC”) for authority to 





enter into the Prime Lease and to account for the 
Prime Lease for retail ratemaking purposes by capital- 
izing it in accordance with Financial Accounting 
Standards Board Statement No. 13 and expensing 
interest and depreciation expenses as they accrue, 
which would be on a levelized basis throughout the 
term of the Prime Lease, rather than on staggered 
basis that the actual lease payments will be made. 
After hearings, GPSC authorized Georgia, by order 
effective February 23, 1979, to enter into the Prime 
Lease, but ordered that for such ratemaking purposes 
Georiga should not capitalize the Prime Lease and 
should charge to expense the actual lease payments. 
Over the initial term of the Prime Lease, Georgia will 
expense the entire amount of lease payments to be 
made during such term to lease expense. 


The fees and expenses to be incurred in connection 
with the proposed transactions are estimated at 
$28,000, including $25,000 for legal fees. Property 
Company’s issuance of the Construction Loan and 
acquisition of the Construction Note are not subject 
to the jurisdiction of any state or federal commission 
other than this Commission. Georgia’s entry into the 
Prime Lease has been authorized by the Georgia 
Public Service Commission. The application states 
that the Land Owner and Improvements Owner will 
require the approval of the Housing Authority of the 
City of Atlanta and its governing authority, the United 
States Department of Housing and Urban Develop- 
ment, as “redevelopers” in order to effect the pro- 
posed transactions. No other state or federal com- 
mission, other than this Commission, has jurisdiction 
over the proposed transactions. 


Due notice of the filing of said application has been 
given in the manner prescribed in Rule 23 promul- 
gated under the Act (HCAR No. 21069), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said 
application, as amended, be granted: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application, 
as amended, be, and it hereby is, granted, effective 
forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21139/July 9, 1979 


SEE 


SECURITIES ACT OF 1933 
Release No. 6089/July 9, 1979 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21140/July 10, 1979 


In the Matter of 


ARKANSAS POWER & LIGHT COMPANY 
Little Rock, Arkansas 


(70-6272) 


ORDER AUTHORIZING SALE OF AN INTEREST IN TWO 
COAL-FIRED ELECTRIC GENERATING UNITS 


Arkansas Power & Light Company (“AP&L”), an electric 
utility subsidiary of Middle South Utilities, Inc., a 
registered holding company, has filed a declaration and 
amendments thereto with this Commission pursuant to 
Section 12(d) of the Public Utility Holding Company Act 
of 1935 (“Act”) and Rule 44 promulgated thereunder 
regarding the proposed transaction. 


AP&L proposes to sell to Arkansas Electric Cooperative 
Corporation (“AECC”), an electric cooperative corpora- 
tion organized and existing under the laws of the State of 
Arkansas, pursuant to an Ownership Agreement 
(“Ownership Agreement”), a 35% undivided ownership 
interest as tenant in common in two 700 MW nominally 
rated coal-fired generating units known as Independence 
Steam Electric Station, (“Independence Plant”) being 
constructed near Newark, in Independence County, 
Arkansas. AP&L has made similar arrangements for the 
sale to City Water and Light Plant of the City of 
Jonesboro, Jonesboro, Arkansas (“Jonesboro”), of a 5% 
undivided ownership interest and to the City of Conway, 
Arkansas (“Conway”), of an undivided interest of appro- 
ximately 2%, as tenants in common in the Independence 
Plant. Assuming that the closing of such sales were to 
take place on July 31, 1979, AP&L would expect to receive 
approximately $1,273,000 from Jonesboro and 
approximately $509,000 from Conway in respect of the 
purchase of such undivided ownership interests. AP&L 
will obtain from the corporate trustee under its Mortgage 
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and Deed of Trust, dated as of October 1, 1944, as supple- 
mented, a release of the undivided ownership interests in 
the Independence Plant which are to be sold and will 
retain a 58% undivided ownership interest in such Plant. 


AECC is to pay AP&L an amount equa! to 35% of AP&L’s 
cost incurred in the construction of the Independence 
Plant plus 35% of AP&L’s cost of money to finance such 
construction. If the closing occurs on July 31, 1979 it is 
estimated that AP&L will receive $8,912,000 from AECC. 


After the closing, AP&L is to complete the construction of 
the Independence Plant on its own behalf and as agent for 
AECC, and AECC is to make monthly payments in 
advance to AP&L in respect of 35% of all additional costs 
to be incurred in the construction and completion of the 
Independence Plant. The Ownership Agreement will 
further provide that the respective investments of AP&L 
and AECC in the construction of the Independence Plant, 
and consequently the respective undivided ownership 
interests of each party, may be adjusted under certain 
circumstances due to (1) the availability of an equivalent 
amount of more economical energy to AP&L from other 
sources, (2) AP&L’s not requiring the capacity and energy 
from the Independence Plant, or (3) the inability of either 
AP&L or AECC to finance its respective investment in the 
continuing construction of the Independence Plant. 


AP&L expects to apply the total proceeds of the sale to the 
repayment of short-term indebtedness incurred to 
finance its construction program or to directly finance its 
construction program. 


AP&L will enter into a separate Operating Agreement with 
AECC (“Operating Agreement”) providing for the sole 
operation and maintenance of the Independence Plant by 
AP&L. In general, AECC will be responsible for that 
portion of all costs of operation and maintenance, other 
than fuel costs, in accordance with its ownership interest. 
AECC will also make payments to AP&L for fuel costs for 
all kWh generated at the Independence Plant for its 
account. The Operating Agreement will further provide 
for the sharing by AECC of certain other overhead, ad- 
ministrative and general expenses and costs to be 
incurred by AP&L in operating and maintaining the 
Independence Plant. The Operating Agreement will 
terminate on the earlier of the date the Independence 
Plant is retired from commercial service or December 31, 
2018, or on such other date as is agreed to by the parties 
thereto. 


The fees, commissions and expenses to be incurred in 
connection with the proposed transaction are estimated 
at $16,000, including legal fees of $14,000. It is stated that 
no state or federal commission, other than this 
Commission, is required to authorize the proposed trans- 
action. It is further stated that the sales of interests in the 
Independence Plant to Jonesboro and Conway are 
excepted from the provisions of the Act by Rule 44(b)(3) 
promulgated thereunder. 
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Due notice of the filing of said declaration has been given 
in the manner prescribed in Rule 23 promulgated under 
the Act (HCAR No. 20943), and no hearing has been re- 
quested of or ordered by the Commission. Upon the basis 
of the facts in the record, it is hereby found that the 
applicable standards of the Act and the rules thereunder 
are satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in the 
interest of investors and consumers that said declaration, 
as amended, be permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declaration, as 
amended, be, and it hereby is, permitted to become 
effective forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 


Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21141/July 10, 1979 


In the Matter of 


LOUISIANA POWER & LIGHT COMPANY 
New Orleans, Louisiana 


(70-6225) 


ORDER AUTHORIZING POST-EFFECTIVE 
AMENDMENT REGARDING INCREASE OF SHORT- 
TERM BORROWINGS 


Louisiana Power & Light Company (“Louisiana”), a 
wholly-owned subsidiary of Middle South Utilities, Inc., a 
registered holding company, has filed with this 
Commission a first post-effective amendment to the 
declaration in this proceeding pursuant to Sections 6(a) 
and 7 of the Public Utility Holding Company Act of 1935 
(“Act”) regarding the following transactions. 


By orders in this proceeding dated December 15, 1978 
and January 5, 1979 (HCAR Nos. 20832 and 20873), 
Louisiana was authorized to issue and sell, from time to 
time until December 31, 1979, notes to banks and 





commercial paper to a dealer in an aggregate principal 
amount of all such borrowings at any one time outstand- 
ing not exceeding $120,000,000, the presently effective 
loan commitments from such banks terminating on 
December 31, 1979, with loans thereunder maturing not 
later than December 31, 1979, and proposing further that 
no bank loans under any extensions or renewals of such 
loan commitments and no _ sales of Louisiana's 
commercial paper would be made after June 30, 1980 or 
having a maturity date after June 30, 1980 without further 
authorization from the Commission on the basis of a 
further filing by Louisiana. As of May 18, 1979, the aggre- 
gate principal amount of short-term borrowings by means 
of bank loans and the sale of its commercial paper which 
Louisiana has outstanding, as authorized by this proceed- 
ing, is $93,007,500. 


Louisiana now proposes that the maximum aggregate 
principal amount of all such borrowings that it is 
permitted to have outstanding at any one time through 
December 31, 1979, be increased to $130,000,000; and in 
such connection it has obtained from a new and 
additional participant, Jefferson Bank and Trust 
Company, Metairie, Louisiana, a loan commitment 
terminating on and providing for loan maturities not later 
than December 31, 1979, under which the maximum 
principal amount at any one time outstanding which may 
be borrowed by Louisiana from such new participant 
during such period is $1,000,000, and has obtained 
increases in the presently effective loan commitments 
from three of the presently participating banks, whereby 
the respective maximum principal amounts at any one 
time outstanding which may be borrowed by Louisiana 
from these three banks has been increased as follows: 
The Chase Manhattan Bank, increased from $54,000,000 
to $59,000,000, Irving Trust Company, increased from 
$12,000,000 to $15,000,000, and Manufacturers Hanover 
Trust Company, increased from $9,000,000 to 
$10,000,000. 


All of the other statements previously set forth in the 
amended declaration in this proceeding with respect to 
the Louisiana banks and the loans to be made therefrom 
and the non-Louisiana banks and the loans to be made 
therefrom, remain unchanged and apply, respectively, to 
the Louisiana bank and to the three non-Louisiana banks 
mentioned above. 


Louisiana’s construction program contemplates 
expenditures of approximately $268,600,000 in 1979. 
Louisiana estimates that it will require approximately 
$145,000,000 of additional funds from external sources in 
order to finance the balance of this 1979 construction 
program. As part of its financing program, Louisiana is 
presently contemplating the sale in July of 1979 of not to 
exceed $60,000,000 in aggregate par values of preferred 
stock. However, in the event that this preferred stock sale 
is not effected and completed before the end of July, 
Louisiana believes that it will become necessary for it to 


make and have outstanding by or before the end of July 
1979 short term borrowings of the nature aforesaid aggre- 
gating more than the $120,000,000 principal amount 
presently authorized in this proceeding. 


It is stated that no special or separate expenses are anti- 
cipated in connection with the proposed transactions and 
that no state commission and no federal commission, 
other than this Commission, has jurisdiction over the 
proposed transactions. 


Due notice of the filing of said post-effective amendment 
to the declaration has been given in the manner 
prescribed in Rule 23 promulgated under the Act (HCAR 
No. 21073), and no hearing has been requested of or 
ordered by the Commission. Upon the basis of the facts in 
the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are satis- 
fied and that no adverse findings are necessary; and that 
it is appropriate in the public interest and in the interest of 
investors and consumers that said declaration, as 
amended by said post-effective amendment, be permitted 
to become effective: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declaration, as 
amended, be, and it hereby is, permitted to become effec- 
tive forthwith, subject to the terms and conditions pre- 
scribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 


Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21142/July 10, 1979 


In the Matter of 


CENTRAL POWER AND LIGHT COMPANY 

Corpus Christi, Texas 

(70-6318) 

ORDER AUTHORIZING ISSUANCE AND SALE OF 
PREFERRED STOCK AT COMPETITIVE BIDDING 
Central Power and Light Company (“CPL”), an electric 
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utility subsidiary of Central and South West Corporation 
(“CSW"), a registered holding company, has filed with 
this Commission a declaration and amendments thereto 
pursuant to Sections 6(a) and 7 of the Public Utility 
Holding Company Act of 1935 (“Act”) and Rule 50 
promulgated thereunder concerning the following 
proposed transaction. 


CPL proposes to issue and sell at competitive bidding up 
to 500,000 shares of its preferred stock (‘Preferred 
Stock”), par value $100 per share. The dividend rate 
(which shall be a multiple of .04% of the par value), the 
price to be paid to CPL for the Preferred Stock (which 
shall not be less than $100 nor more than $102.75 per 
share, with dividends to accrue from date of issuance), 
and the amount of underwriter’s compensation (which is 
to be bid on separately) will be determined by competitive 
bidding. No shares of the Preferred Stock may be 
redeemed prior to June 1, 1984, if such redemption is for 
the purpose of refunding them through the use, directly or 
indirectly, of funds obtained through the issuance of 
other preferred stock or the incurrence of debt having a 
lower effective dividend or interest cost than the effective 
dividend cost of the Preferred Stock. 


The net proceeds from the sale of the Preferred Stock will 
be used by CPL to repay in full its short-term debt, which 
is expected to aggregate approximately $40,000,000 at 
the date of sale, and to pay costs of its construction 
program. CPL’s construction and fuel exploration and 
development expenditures (including allowance for 
funds used during construction) for the years 1979, 1980 
and 1981 are estimated at $234 ,938,000, $219,618,000 and 
$209,323,000, respectively. 


None of the proceeds from sale of the Preferred Stock 
shall be utilized to pay the cost of facilities which would 
not be needed to provide service to customers of CPL if 
CPL were not part of the CSW System, nor will any 
expenditures be made by CPL for the construction or ac- 
quisition of any facility not so needed prior to the time all 
funds covered by this declaration have been expended. 
For the purpose of the foregoing representation, there are 
included within the meaning of the term facilities all 
facilities, the construction or acquisition of which are or 
would be part of any proposal for synchronous interstate 
operation of the CSW System forming the subject of the 
proceedings in Central and South West Corporation, et al. 
(Admin. Proc. File No. 3-4951), which would not also be 
required for the continuation of dissynchronous inter- 
state/intrastate operation in the mode _ presently 
prevailing in the CSW System. 


The fees and expenses to be incurred in connection with 
the proposed transaction are estimated at $75,000, 
including printing expenses of $16,500, rating agency 
fees of $10,000 and legal fees of $19,000. The fees and 
expenses of counsel to the underwriters, to be paid by the 
successful bidders, are estimated at $19,500. It is stated 
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that no state commission and no federal commission, 
other than this Commission, has jurisdiction over the 
proposed transaction. 


Due notice of the filing of said declaration has been given 
in the manner prescribed in Rule 23 promulgated under 
the Act (HCAR No. 21068), and no hearing has been 
requested of or ordered by the Commission. Upon the 
basis of the facts in the record, it is hereby found that the 
applicable standards of the Act and the Rules thereunder 
are satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in the 
interest of investors and consumers that said declaration, 
as amended, be granted and permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and Rules thereunder, that said declaration, as 
amended, be, and it hereby is, granted and permitted to 
become effective forthwith, subject to the terms and 
conditions prescribed in Rules 24 and 50 promulgated 
under the Act. 


For the Commission, by the Division of Corporate 


Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21143/July 11, 1979 


In the Matter of 


OHIO POWER COMPANY 
301 Cleveland Avenue, S.W. 
Canton, Ohio 44702 


(70-6330) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
FIRST MORTGAGE BONDS TO INSTITUTIONS PUR— 
SUANT TO CLAIMED EXEMPTION FROM 
COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Ohio Power Company 
(“Ohio Power”), an electric utility subsidiary of American 
Electric Power Company, Inc. (“AEP”), a registered hold- 
ing company, has filed with this Commission an applica- 





tion-declaration pursuant to the Public Utility Holding 
Company Act of 1935 (“Act”), designating Sections 6(b) 
and 12(c) of the Act and Rules 42(b) and 50(a)(2) promul- 
gated thereunder as applicable to the proposed trans- 
action. All interested persons are referred to the 
application-declaration, which is summarized below, fora 
complete statement of the proposed transaction. 


Ohio Power proposes to issue and sell by private place- 
ment $40,000,000 aggregate principal amount of its first 
mortgage bonds (“Bonds”). The Bonds will be sold at par, 
will mature September 1, 1989, will bear interest payable 
semiannually at a rate of 10.75% per annum, will be 
subject to a sinking fund requiring the annual redemption 
of $2,000,000 principal amount commencing September 
1, 1984, and will be sold to the Equitable Life Assurance 
Society ($16,000,000), Metropolitan Life Insurance Com- 
pany ($16,000,000) and John Hancock Mutual Life 
Insurance Company ($8,000,000, of which $3,000,000 will 
be acquired by a subsidiary). The Bonds will not be 
redeemable prior to September 1, 1984, if such 
redemption is for the purpose of refunding them, directly 
or indirectly, through the use of borrowed funds having an 
effective interest cost less than 10.75%. 


The Bonds will be issued under and secured by Ohio 
Power’s mortgage and deed of trust, dated as of October 
1, 1938, as amended and supplemented and as to be 
further amended and supplemented by a supplemental 
indenture. The net proceeds from the sale of the Bonds 


will be used to pay at maturity the $40,000,000 principal 
amount of Ohio Power's first mortgage bonds, 6-5/8% 
Series, due October 1, 1979. 


Ohio Power claims exemption from the competitive 
bidding requirements of Rule 50 for its sale of the Bonds 
pursuant to Rule 50(a)(2). It states that Bonds will havea 
maturity of less than 10 years, will be issued to insti- 
tutional investors and that no finder’s or other fee is to be 
paid to a third person in connection with the sale of the 
Bonds. Ohio Power further claims that the terms of the 
Bonds compare favorably with the terms of the most 
recent sale of first mortgage bonds due May 1, 1987, by 
Appalachian Power Company, another electric utility 
subsidiary of AEP, whose $70,000,000 bonds recently 
sold (pursuant to authorization in HCAR No. 21040, May 
7, 1979) at an effective interest cost of 11.15% (11% bond 
rate with underwriters’ spread of .771%). 


The fees and expenses to be incurred in connection with 
the proposed transaction will be supplied by amendment. 
It is stated that the Public Utilities Commission of Ohio 
has jurisdiction over the proposed transaction and that no 
other state commission and no federal commission, other 
than this Commission, has jurisdiction thereover. 


NOTICE IS FURTHER GIVEN that any interested person 
may not later than August 7, 1979, request in writing thata 
hearing be held on such matter, stating the nature of his 


interest, the reasons for such request, and the issues of 
fact or law raised by said application-declaration which 
he desires to controvert; or he may request that he be 
notified if the Commission should order a hearing 
thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request should 
be served personally or by mail upon the applicant-de- 
clarant at the above-stated address, and proof of service 
(by affidavit or, in case of an attorney at law, by certi- 
ficate) should be filed with the request. At any time after 
said date the application-declaration, as filed or as it may 
be amended, may be granted and permitted to become 
effective as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who requesta 
hearing or advice as to whether a hearing is ordered will 
receive any‘notices and orders issued in this matter, in- 
cluding the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Corporate 


Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21144/July 11, 1979 


In the Matter of 


CEDAR COAL COMPANY 

SOUTHERN APPALACHIAN COAL COMPANY 
301 Virginia Street East 

Charleston, West Virginia 25327 


CENTRAL OHIO COAL COMPANY 
301 Cleveland Avenue, S.W. 

Canton, Ohio 44702 

SOUTHERN OHIO COAL COMPANY 
Post Office Box K 

Moundsville, West Virginia 26041 
(70-6152) 
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NOTICE OF PROPOSED MINING EQUIPMENT LEASES 
BY COAL MINING SUBSIDIARIES 


NOTICE IS HEREBY GIVEN that Cedar Coal Company 
(“Cedar”) and Southern Appalachian Coal Company 
(“SACO”), coal mining subsidiaries of Appalachian 
Power Compnay (“Appalachian”), and Central Ohio Coal 
Company (“COCO”) and Southern Ohio Coal Company 
(“SOCO”), coal mining subsidiaries of Ohio Power 
Company, which, like Appalachian, is an electric utility 
subsidiary of American Electric Power Company, Inc., a 
registered holding company, have filed with this Commis- 
sion a post-effective amendment to their application 
previously filed and amended pursuant to the Public 
Utility Holding Company Act of 1935 (“Act”), designating 
Sections 9 and 10 of the Act as applicable to the proposed 
transactions. All interested persons are referred to the 
application, as amended by said post-effective amend- 
ment, which is summarized below, for a complete 
statement of the proposed transactions. 


By order dated August 30, 1978 (HCAR No. 20687), 
applicants were authorized to enter into leasing 
arrangements with Manufacturers Hanover Trust 
Company (“MHT”) under separate Master Lease 
Agreements (the “MHT Leases”) pursuant to which MHT 
agreed to lease to applicants coal mining equipment with 
a total cost to MHT not exceeding $60,000,000. Pursuant 
to the same order applicants and Central Appalachian 
Coal Company (“CACO,” another coal mining subsidiary 
of Appalachian, which weas a party to the original appli- 
cation but is not a party to the instant post-effective 
amendment) were authorized to enter into leasing 
arrangements with BLC Corporation (“BLC”) under 
separate Master Lease Agreements (the “BLC Leases”) 
pursuant to which BLC agreed to lease to applicants and 
CACO coal mining equipment with an aggregate 
amortized value not exceeding $25,000,000. 


In the original application it was stated that applicants and 
CACO anticipated leasing coal mining equipment under 
the MHT and BLC Leases, having a total estimated costas 
set forth below, during the years indicated in chart 
below: Estimated 
Equipment 
Camnpany Cost 
Cedar $12,640 
5,303 


CACO 2,465 


6,555 
4,711 
14,728 
1,150 
20,207 
14,873 
$82,632 


Coco 


SACO 


SOCO 


1262/SEC DOCKET 


The foregoing schedule has not been met because of 
changes in mining plans and other delays. The total cost 
of equipment leased during 1978 and 1979 (through May 
31) was approximately as follows: 


1979 
(through May 31) 
(in thousands) 


Company 1978 Total 





Cedar 
CACO 
Coco 
SACO 
SOCO 


$ 3,994 
15 

150 
3,536 
9,528 
$17,223 


Of the equipment leased through May 31, 1979, 
approximately $23,414,000 was leased under the MHT 
Leases and $277,000 under the BLC Leases. MHT’s lease 
commitment under the MHT Leases expired June 1, 1979. 
BLC’s lease commitment under the BLC Leases remains 
in effect until modified or terminated by the parties. 


By post-effective amendment applicants request authori- 
zation for leasing arrangements they have concluded with 
the Commonwealth Plan, Inc. (“Commonwealth”), a 
subsidiary of Bankers Leasing Corporation and an 
affiliate of BLC, under separate Master Leasing 
Agreements (“Commonwealth Leases”) pursuant to 
which Commonwealth is committed to lease to appli- 
cants, on or before March 31, 1980, certain mining equip- 
ment having a total aggregate acquisition cost not to 
exceed $20,000,000. Applicants entered into the 
Commonwealth Leases May 4, 1979, and by separate 
letter agreement of the same date said leases are not to 


Contingency 
Allowance 
(dollars in thousands) 
$ 362 
152 
71 


Total 





$13 ,002 
5,455 
2,536 

188 
136 
421 

33 
579 
426 


6,743 
4,847 
15,149 
1,183 
20,786 
15,299 
$85,000 





become effective unless and until approved by the Com- 
mission. With the Commonwealth Leases ($20,000,000), 
the leases entered into through May 31, 1979 
($23,691,000) and the remaining commitment under the 
BLC Leases ($24,723,000), applicants and CACO will 
have lease financing arranged for $68,414,000 of equip- 
ment of the $85,000,000 of equipment for which authori- 
zation was initially given. Lease arrangements for the 
remaining $16,586,000 balance of equipment will be the 
subject of future application to this Commission. 


The Commonwealth Leases provide for the lease on or 
before March 31, 1980, to applicants of various types of 
mining equipment, having an aggregate acquisition cost, 
as defined, not to exceed $20,000,000 (of which no more 
than $2,000,000 may be for equipment to be amortized 
over 40 quarters). Rents are payable quarterly and provide 
for the full amortization of the acquisition cost of each unit 
of equipment over a period of either 12, 20, 28 or 40 
quarters. The quarterly rental payments per $1,000 of 
acquisition cost are $97.369 over a 12-quarter term, 
$64,026 over a 20-quarter term, $49, 962 over a 28-quarter 
term and $39.702 over a 40-quarter term. Such quarterly 
payments contain an implicit interest rate to the lessor 
(assuming no residuals) of 9.92% per annum (on a 360- 
day year basis). When the cost of an item is fully amortized 
the quarterly rental payment becomes an amount equal to 
0.125% of its acquisition cost. The Commonwealth Leases 
provide for the term lease of each unit of equipment fora 
period from delivery until one year from the first day of the 
first full calendar quarter that the unit is under lease, with 
automatic quarterly extensions until the lessee elects to 
terminate. Provision is also made for the sale of equip- 
ment that becomes obsolete or is no longer useful, and for 
the termination by Commonwealth of any such lease if 
the coal supply agreement between the lessee and its 
immediate parent is terminated or modified in a way that 
in Commonwealth's judgment adversely and materially 
affects the lessee’s ability to perform its obligation under 
such Commonwealth Lease. Investment tax credits will be 
for the account of the lessees. The Commonwealth 
Leases are net leases, with all expenses directly related to 
the transaction borne by the lessee. Commonwealth (and 
its assignee) will be indemnified by the lessees against 
certain liabilities and risks of loss. 


It is stated that Commonwealth intends to finance the 
equipment by borrowing from The First National Bank of 
Boston, to whom Commonwealth may grant chattel mort- 
gages and may assign rents due under the 
Commonwealth Leases. 


There are not additional fees and expenses to be incurred 
in connection with the proposed transaction. It is stated 
that no state commission and no federal commission, 
other than this Commission, has jurisdiction over the 
proposed t ransaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may not later than August 7, 1979, requestin writing thata 


hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of 
fact or law raised by said application-declaration which 
he desires to controvert; or he may request that he be 
notified if the Commission should order a hearing 
thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request should 
be served personally or by mail upon the applicant-de- 
clarant at the above-stated address, and proof of service 
(by affidavit or, in case of an attorney at law, by certi- 
ficate) should be filed with the request. At any time after 
said date the application-declaration, as filed or as it may 
be amended, may be granted and permitted to become 
effective as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who requesta 
hearing or advice as to whether a hearing is ordered will 
receive any notices and orders issued in this matter, in- 
cluding the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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TRUST INDENTURE ACT OF 1939 
Release No. 537/July 9, 1979 


SEE 


SECURITIES ACT OF 1933 
Release No. 6089/July 9, 1979 





TRUST INDENTURE ACT OF 1939 
Release No. 538/July 12, 1979 


Administrative Proceeding 
File No. 3-5736 
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In the Matter of 
PENNWALT CORPORATION 
File Nos. 2-12324, 2-53085 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 310(b)(1)(ii) OF THE 1939 ACT 


The Securities and Exchange Commission has issued an 
order under the Trust Indenture Act (the “1939 Act”) on 
Application by Pennwalt Corporation that the 
Trusteeship of Girard Bank under two indentures of the 
Applicant and another proposed to be entered into 
between Girard Bank and the County of Westchester 
Industrial Development Agency, as lessor of an industrial 
development project to the Applicant, is not so likely to 
involve a material conflict of interest as to make it 
necessary to disqualify Girard Bank from acting as trustee 
under such Act. 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10759/July 6, 1979 


In the Matter of 


STATE BOND AND MORTGAGE COMPANY 
100-106 North Minnesota Street 
New Ulm, Minnesota 56073 


(812-4494) 


NOTICE OF FILING OF AN APPLICATION PURSUANT 
TO SECTION 6(c) OF THE ACT FOR AN ORDER OF THE 
COMMISSION EXEMPTING CERTAIN LOANS FROM 
THE PROVISIONS OF SECTION 17(a)(3) OF THE ACT. 


NOTICE IS HEREBY GIVEN that State Bond and 
Mortage Company (‘Applicant’), a Minnesota 
Corporation registered under the Investment Company 
Act of 1940 (“the Act”) as a face-amount certificate 
company, filed an application on June 18, 1979, and an 
amendment thereto on July 3, 1979, for an order of the 
Commission, pursuant to Section 6(c) of the Act, 
exempting from the provisions of Section 17(a)(3) of the 
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Act certain residential real estate loans made by State 
Bank & Trust Company of New Ulm (“State Bank”) to 
officers, directors and employees of Applicant. All 
interested persons are referred to the application on file 
with the Commission for a statement of the 
representations contained therein, which are summarized 
below. 


Section 17(a)(3) of the Act, in part, provides that it is 
unlawful for affiliated persons of a registered invest- 
ment company, or affiliated persons of affiliated 
persons of a registered investment company to borrow 
money or other property from any company which is 
controlled by the registered investment company. 
State Bank, a Minnesota chartered commercial bank, 
is a wholly-owned subsidiary of Applicant. Therefore, 
Section 17(a)(3) of the Act prohibits the officers, 
directors and employees of Applicant and of State 
Bank from obtaining loans from State Bank. By order 
of the Commission dated May 25, 1971, Investment 
Company Act Release No. 6538, loans by State Bank 
to its officers, directors and employees are exempted 
from the provisions of Section 17(a)(3) of the Act, 
subject to certain conditions therein stated. However, 
loans by State Bank to officers, directors and 
employees of Applicant remain subject to the 
prohibitions of Section 17(a)(3) of the Act. 


Section 6(c) of the Act, provides, in part, that the 


Commission, by order upon application, may 
conditionally or unconditionally exempt any person, 
security, or transaction or any class or classes of persons, 
securities, or transactions, from any provision or 
provisions of the Act or of any rule or regulation 
thereunder, if and to the extent such exemption is 
necessary or appropriate in the public interest and 
consistent with the protection or investors and the 
purposes fairly intended by the policy and provisions of 
the Act. 


Applicant asserts that the proposed exemption is 
reasonable and fair and would not permit overreaching on 
the part of any person concerned. Specifically, Applicant 
states that the majority of its officers, directors and 
employees maintain their checking and savings accounts 
with State Bank; that both Applicant and State Bank are 
located in a small community in which there are only two 
other commercial banks and two savings and loan 
associations; that officers, directors and employees of 
Applicant find it difficult to obtain loans from other 
financial institutions with which they do not transact their 
personal savings and checking account business; and 





that State Bank is placed in a position of competitive 
disadvantage in the community by its inability to make 
loans to officers, directors and employees of 
Applicant. Further, Applicant states that the exemption 
requested is consistent with the exemption previously 
granted by the Commission for the making of loans by 
State Bank to its officers, directors and employees, and 
that the considerations bearing upon the determination of 
this application are not significantly different from those 
relative to the previous application. Applicant further 
states that the stock of State Bank held by Applicant is not 
deposited with a custodian as a qualified asset for 
purposes of meeting the certificate reserve requirements 
for face-amount certificate companies under the Act, and 
that the holders of its face-amount certificates are, 
therefore, not dependent upon the financial condition of 
State Bank for the security of their investments. Finally, 
Applicant states that under applicable federal statutes, 
loans to officers and directors of affiliate bank holding 
companies must be made with certain restrictions. 
Specifically, loans to such an individual when aggregated 
with all other loans to such individual, may not exceed 
10% of capital and surplus; may not exceed $25,000 
unless approved by the board of directors of the bank; 
may not involve more than the normal risk of repayment; 
and must be on substantially the same terms as those 
prevailing at the time for comparable transactions. 
Should the exemption herein requested be granted these 
restrictions would, of course, apply to loans made by 
State Bank to the officers and directors of Applicant. 


Applicant is of the opinion that, because of the 
restrictions and circumstances cited above, and the 
conditions outlined below which Applicant has 
consented to, the requested exemption would not and 
could not result in overreaching on the part of affiliated 
persons, and that the investing public will continue to be 
fully protected from such overreaching. Applicant is of 
the further opinion that the requested exemption is in the 
public interest in that it would permit officers, directors 
and employees of Applicant to obtain financing otherwise 
difficult to secure, and would remove State Bank froma 
position of competitive disadvantage in the comunity. 


As conditions to the requested order, if issued pursuant to 
this application, Applicant consents to the following 
regarding any loans made by State Bank to any officer, 
direcrtor, or employee of Applicant: 


1. State,Bank shall not pay a finder’s fee in 
connection with any loan covered by the 
requested order, nor shall Applicant pay to 
State Bank a fee for any such loan; 


2. All loans willbe restricted to residential 


real estate loans which are secured by the 
underlying residential real estate property; 


3. All loans made pursuant to the requested 
order shall be issued only to those individuals 
who are affiliated with State Bank by reason of 
their position as officers, directors or 
employees of Applicant; 


4. All loans shall be made in accordance 
with the applicable State and/or Federal 
banking laws, and any rules and regulations 
thereunder, including any applicable Federal 
Reserve Statutes; 


Any loan which exceeds $25,000 to any one 
borrower shall be approved in writing by the 
board of directors of State Bank; 


6. Unless the real estate securing the loan 
shall have a market value of at least 15% 
greater than the amount of the loan, State 
Bank shall require the borrower to file with ita 
statement of his financial condition at the time 
the loan is made. State Bank shall also require 
the borrower to file a statement of his financial 
condition at the time of any subsequent re- 
financing of the loan, and shall have complete 
authority to require a statement of the 
borrower's financial concition at any other 
time which State Bank, in its sole discretion, 
deems advisable. 


7. All loans and the terms thereof made 
pursuant to the requested order shall be in 
accordance with the normal lending policies 
of State Bank, and shall not be inconsistent 
with any policy of State Bank or of Applicant. 


NOTICE IS FURTHER GIVEN, that any interested person 
may, not later than July 31, 1979, at 5:30 p.m. submit to the 
Commission in writing a request for a hearing on the 
application accompanied by a statement as to the nature 
of his interest, the reasons for such request, and the 
issues, if any, of fact or law proposed to be controverted, 
or he may request that he be notified if the Commission 
shall order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicant at the address stated above. Proof of such 
service (by affidavit, or in the case of an attorney-at-law by 
certificate) shall be filed contemporaneously with the 
request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order 
disposing of the application herein will be issued as of 
course following such date unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons, who request a 
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hearing or advice as to whether a hearing is ordered, will 
receive any notices and orders issued in this matter, 
incuding the date of hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Investment 


Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10760/July 6, 1979 


In the Matter of 


INVESTMENT TRUST OF BOSTON 
One Winthrop Square 
Boston, Massachusetts 02110 


DEVONSHIRE STREET FUND, INC. 
One Winthrop Square 
Boston, Massachusetts 02110 


(812-4477) 


NOTICE OF FILING OF APPLICATION FOR AN ORDER 


OF THE COMMISSION EXEMPTING PROPOSED 
EXCHANGE OF SHARES FROM SECTION 22(c) OF THE 
ACT, EXEMPTING SUCH EXCHANGE FROM SECTION 
17(a) OF THE ACT PURSUANT TO SECTION 17(b) OF 
THE ACT, AND AN ORDER PURSUANT TO SECTION 
17(d) OF THE ACT AND RULE 17d-1 THEREUNDER. 


NOTICE IS HEREBY GIVEN that Investment Trust of 
Boston (“ITB”) and Devonshire Street Fund, Inc. 
(“Devonshire”) (“the Applicants” or “the Funds”), both 
open-end, diversified, management investment 
companies registered under the Investment Company Act 
of 1940 (“the Act”) filed an application on May 16, 1979, 
and an amendment thereto on June 25, 1979, requesting 
an order of the Commission (1) pursuant to Section 6(c) 
of the Act, exempting the proposed acquisition of 
Devonshire by ITB from the provisions of Section 22(c) of 
the Act, and Rule 22c-1 thereunder, to permit the 
proposed issuance of ITB shares at net asset value, but at 
a price other than the price next determined after receipt 
of a purchase order; (2) pursuant to Section 17(b) of the 
Act, exempting such acquisition from the provisions of 
Section 17(a) of the Act; and (3) pursuant to Section 17(d) 
of the Act and Rule 17d-1 thereunder permitting the 
sharing of the expenses of such acquisition as provided in 
the Agreement and Plan of Reorganization (“the 
Agreement”). All interested persons are referred to the 
application on file with the Commission fora statement of 
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the representations contained 
summarized below. 


therein, which are 


Applicants state that ITB was organized on May 6, 1931. 
As of March 31, 1979, ITB had net assets of approximately 
52.2 million dollars, beneficially owned by approximately 
8,650 shareholders. ITB’s investment adviser is ITB 
Management Company, a registered investment adviser 
under the Investment Advisers Act of 1940 (“ITB 
Management”). ITB’s principal underwriter is ITB 
Distributors, Inc., a wholly-owned subsidiary of ITB 
Management, and a registered broker-dealer under the 
Securities Exchange Act of 1934. 


Devonshire was organized in October, 1960 and was 
offered to the public as a “tax-free” exchange fund in 
1961. As of March 31, 1979, Devonshire had net assets of 
approximately $8.4 million, beneficially owned by 
approximately 300 shareholders. ITB Management also 
acts as investment adviser to Devonshire. Devonshire is 
not currently offering its shares to the public, although 
shares are issued in connection with the reinvestment of 
distributions. Devonshire has followed the practice, and 
expects to continue to do so in the future’ if the 
transaction contemplated hereby is not consummated, of 
meeting shareholder redemptions by payments in kind 
instead of cash—thatis, portfolio securities of Devonshire 
are issued to redeeming shareholders, except for the 
settlement of fractional shares which are paid in cash. 


Applicants state that, pursuant to the Agreement, ITB will 
acquire substantially all of the assets and properties of 
Devonshire in exchange for shares of beneficial interest 
of ITB. Following the exchange of Devonshire’s assets for 
ITB’s stock, Devonshire will dissolve and liquidate. As 
part of the liquidation distribution, Devonshire will 
distribute to its shareholders in exchange for their shares 
of Devonshire Capital Stock the ITB shares it receives 
upon the transfer of its assets to ITB. Each Devonshire 
shareholder will be entitled to that portion of the ITB 
shares owned by each shareholder bears to the number of 
Devonshire shares outstanding on the Exchange Date. 
The Agreement provides that full shares and, to the extent 
necessary, a fractional share of ITB, of an aggregate net 
asset value equal to the value of the assets of Devonshire. 
Devonshire will distribute such shares to Devonshire’s 
shareholders by redelivering the certificate received from 
ITB which will set up accounts for each Devonshire 
shareholder pursuant to instructions received from 
Devonshire. Any Devonshire shareholder holding 
Devonshire certificates as of the Exchange Date mustfirst 
surrender such certificates, or post adequate bond in the 
case of lost certificates, before such shareholder will be 
permitted to receive dividends or other distributions on 
his shares, receive ITB certificates, pledge such shares or 
redeem such shares. However, such dividends or other 
distributions will be credited to his account. 


The net assets and net asset value per share of Devonshire 





as of March 31, 1979 were $8,409,476 and $10.47, 
respectively. ITB’s net asset value per share on that date 
was $9.85. Had the Exchange Date occurred immediately 
following the close of business on March 31, 1979, each 
share of Devonshire’s outstanding common stock would 
have been exchanged for 1.063 shares of ITB common 
stock and ITB would have issued a total of 853,874 shares 
for Devonshire’s net assets. These computations are pro 
forma and do not include adjustments with respect to 
distributions prior to the reorganization, unreimbursed 
expenses of either ITB or Devonshire in carrying out its 
obligations under the Agreement, and any cash reserves 
retained by Devonshire for its final expenses. 


The Agreement states that the net asset value of TB and 
Devonshire will not be adjusted for realized and 
unrealized gains and losses. As of March 31, 1979, 
Devonshire had no net operating loss carryover or capital 
loss carryover. For financial statement purposes, it had 
$1,941,660 of net unrealized capital gains and, for the year 
then ended, had net realized gains of $265,296, which has 
been distributed to its shareholders. For Federal income 
tax purposes, Devonshire had net unrealized capital gains 
of $2,582,356 at March 31, 1979, and for the year then 
ended, had net realized capital gains of $312,889. As of 
February 28, 1979, ITB had no net operating loss 
carryover or capital loss carryover and had net unrealized 
capital gains of $4,916,205. For the nine months then 
ended, ITB had net realized gains of $638,491. As of 
February 28, 1979, the cost of investments of ITB for 
financial statement purposes equaled the cost for Federal 
income tax purposes. Immediately before the Exchange 
Date, Devonshire will distribute all net investment income 
to its shareholders and will either distribute all realized 
but not previously distributed capital gains or will pay, or 
reserve sufficient assets to pay, the Federal income tax 
thereon for the account of the shareholders of 
Devonshire. 


Fees and expenses to be incurred in connection with the 
proposed acquisition are currently estimated at $100,000. 
The Agreement states that ITB will not assume any 
liabilities of Devonshire in connection with the acqui- 
sition, except that ITB will assume fees and expenses, 
including legal, accounting, printing, filing, proxy 
soliciting and portfolio transfer taxes, if any, or other 
similar expenses incurred by Devonshire or ITB in 
connection with the acquisition up to an aggregate 
amount of $20,000 exclusive of those fees and expenses 
which ITB customarily incurs in the issuance and sale of 
its shares. All other fees and expenses, printing, filing, 
proxy solicitation and portfolio transfer taxes, if any, or 
other similar expenses incurred by either Devonshire or 
ITB in connection with the acquisition shall be borne by 
Devonshire. Devonshire shall promptly reimburse ITB in 
full for such fees and expenses in excess of $20,000 paid 
or assumed by ITB in connection with the transaction. 
Notwithstanding the foregoing, however, Devonshire will 
not reimburse ITB for (a) those fees and expenses which 


ITB customarily incurs in the issuance and sale of its 
shares or (b) any specific auditing expenses of ITB or 
Devonshire resulting from the requirement that the acqui- 
sition of Devonshire’s assets be treated for accounting 
purposes as a pooling of interests. These auditing 
expenses are estimated not to exceed $2,500. 


Applicants represent that it is expected that the reor- 
ganization will be submitted for approval to the stock- 
holders of Devonshire in July, 1979, and that the acquisi- 
tion will be consummated shortly thereafter. In addition to 
approval by the Devonshire stockholders, consummation 
of the reorganization is subject to other conditions, 
including satisfactory opinions of counsel, any necessary 
approvals of the Securities and Exchange Commission 
and the accuracy of representations and warranties of 
Devonshire and ITB on the Exchange Date. 


Section 22(c) of the Act, and Rule 22c-1 thereunder 
together provide, in part, that a registered investment 
company may not issue its redeemable securities except 
at a price based on the current net asset value of such 
security which is next computed as of the close of trading 
on the New York Stock Exchange next following receipt of 
an order to purchase such security. 


The Agreement contemplates that the assets of ITB and 
Devonshire will be valued as of the time of close of 
trading on the New York Stock Exchange on July 30, 1979, 
or such earlier or later date as may be agreed to by the 
parties (“the Valuation Time”), and the issuance of ITB 
shares in exchange for Devonshire assets will occur on 
the next full business day following the Valuation Time. 
Thus, the “forward pricing” requirement of Section 22(c) 
and Rule 22c-1 will not be met. 


ITB contends that, in this instance, it will be impracticable 
to comply with Section 22(c) and Rule 22c-1, as the 
number of ITB shares to be issued is determined by 
dividing the net asset value per share of ITB into the total 
net assets of Devonshire available for acquisition. Such 
computation can be made only after the close of business 
when both portfolios can be fully valued. ITB further 
contends that valuation of ITB’s assets at the Valuation 
Time on the last business day immediately preceding the 
Exchange Date will be fair to the shareholders of ITB and 
Devonshire, and will not present any of the potential for 
abuse that Rule 22c-1 is intended to avoid. 


Section 6(c) of the Act provides, in part, that the 
Commission, by order upon application, may 
conditionally or unconditionally exempt any person or 
transaction from any provision of the Act or of any rule or 
regulation thereunder, if and to the extent that such 
exemption is necessary or appropriate in the public 
interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and provi- 
sions of the Act. 
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Applicants represent that an order exempting ITB from 
the provisions of Section 22(c) and Rule 22c-1 there- 
under to the extent necessary to enable valuations as of 
the time set forth, above is appropriate in the public 
interest and consistent with the protection of investors 
and the purposes fairly intended by the Act. 


Section 17(a) of the Act provides, in part, that it shall be 
unlawful for any affiliated person of a registered invest- 
ment company, or any affiliated person of such a person, 
acting as principal, knowingly to sell to or purchase from 
such registered investment company any security or 
other property except securities of which the investment 
company is the issuer. 


Applicants state that ITB and Devonshire are not “affi- 
liated persons” of each other on the basis of presumptive 
control within the meaning of Section 2(a)(9) of the Act. 
However, ITB Management is the investment adviser for 
both ITB and Devonshire. In addition, the Board of 
Directors of Devonshire and the Trustees of ITB are 
identical except that ITB has one additional Trustee who 
does not serve on the Devonshire Board. Further, the 
officers of the Funds are identical, although they hold 
different positions in each Fund. Accordingly, ITB and 
Devonshire might be deemed to be “affiliated persons” of 
each other within the meaning of Section 2(a)(3) of the 
Act and any disposition of portfolio securities by Devon- 
shire to ITB or any acquisition by ITB of the portfolio 
securities of Devonshire pursuant to the Agreement might 
be deemed to be prohibited by Section 17(a) of the Act. 


Section 17(b) of the Act provides that the Commission, 
upon application, may exempt a proposed transaction 
from the provisions of Section 17(a) of the Act if the evi- 
dence establishes that the terms of the proposed trans- 
action, including the consideration to be paid or received, 
are fair and reasonable and do not involve overreaching 
on the part of any person concerned, and that the 
proposed transaction is consistent with the policy of each 
registered investment company concerned and with the 
general purposes of the Act. 


Applicants state that the terms of the Agreement provide 
that the acquisition of Devonshire’s assets by ITB shall be 
accomplished on the basis of the net asset values of the 
Funds. No adjustment is to be made in the computation of 
each Fund's net asset value for the greater relative amount 
of unrealized appreciation inherent in Devonshire’s 
assets, it having been determined by ITB’s Trustees that 
the detriment, if any, to ITB’s stockholders from such 
unrealized appreciation was too speculative and theo- 
retical to justify any discount of Devonshire’s net assets 
and, in any case, did not outweigh the advantages to ITB 
from consummation of the transaction. Specifically, the 
Trustees took into account the fact that it was impossible 
to predict whether the unrealized appreciation inherentin 
the securities of Devonshire to be purchased by ITB 
would ever be so realized. The Trustees further concluded 
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that even if all the unrealized appreciation inherent in 
Devonshire’s assets which is disproportionately greater 
than the amount inherent in ITB’s own assets were to be 
realized shortly after consummation of the transaction, 
the detriment to existing ITB shareholders resulting from 
the additional taxes that might be owing would be offset 
by the lower projected expense ratios. Further, it is ITB’s 
intention to hold the portfolio securities which it expects 
to receive from Devonshire for ionvestment, provided, 
however, ITB reserves the same freedom, consistent with 
its investment objectives, to retain and/or sell the 
securities received from Devonshire as it has with respect 
to any other securities which it hold for investment. This 
fact will tend to further minimize the possible detriment to 
ITB’s existing shareholders from such unrealized capital 
gains. 


The cost of the transaction whereby ITB bears $20,000 of 
expenses, not including possible additional auditing 
expenses resulting from the transaction which are esti- 
mated not to exceed $2,500, and Devonshire bears the ex- 
penses in excess of that amount, which are estimated to 
be approximately $80,000, reflects an appraisal by both 
the Trustees of ITB and the Board of Directors of Devon- 
shire as to the relative benefits to each Fund from the 
transaction. In this regard, the Trustees of ITB weighed 
the benefits to!TB’s shareholders from projected reduced 
expense ratios and projected savings of brokerage 
commissions resulting from the transaction against the 
possible detriment resulting from Devonshire’s 
disproportionate amount of unrealized capital gains. The 
Directors of Devonshire considered the substantial 
projected reduction in expense ratios for its existing 
shareholders, the fact that no discount was being applied 
to the value of Devonshire’s shares as a result of its dispro- 
portionate amount of unrealized capital gains and the fact 
that its shareholders will become shareholders of a larger 
Fund which has_ substantially similar investment 
objectives and portfolio securities and the same 
investment adviser. Both Funds were represented by 
separate, independent counsel in connection with such 
appraisal, as well as in connection with the transaction 
generally. 


As mentioned above, the proposed transaction is 
expected to result in economies to the shareholders of 
both ITB and Devonshire in the form of reduced expense 
ratios. In addition to an immediate projected reduction in 
the expense ratio for shareholders of both Funds, the pro- 
posed transaction will allow Devonshire shareholders to 
become shareholders of a Fund which is approximately 
seven times larger, which is currently selling additional 
shares to the public and which is more capable of keeping 
expense ratios within reasonable limits. 


Applicants also state that the transaction represents a 
rare opportunity on the part of ITB to acquire a sub- 


stantial amount of portfolio securities without the 





necessity of paying brokerage commissions. ITB 
estimates that such brokerage savings will amount to 
approximately $20,000. Furthermore, the assets to be 
acquired by ITB are substantially identical to the assets 
already held by it, thus virtually eliminating the need to 
sell any of the securities purchased from Devonshire 
other than as a result of subsequent investment deci- 
sions. 


The proposed merger is also consistent with the 
investment objectives and policies of |TB and Devonshire. 
ITB’s objective is “to seek opportunities for long term 
growth of capital and income”. Devonshire’s investment 
objective is “possible long term capital growth and in- 
come.” Their policies in pursuing these objectives are 
also substantially similar. 


Applicants submit that in accordance with Section 17(b) 
of the Act, the terms of the proposed transaction are 
reasonable and fair to the Applicants and do not involve 
overreaching by either of the Applicants, and that the 
proposed transaction is consistent with the investment 
policies of each Applicant and consistent with the 
purposes of the Act. 


Rule 17d-1, adopted by the Commission pursuant to 
Section 17(d) of the Act, provides, in part, that no affi- 
liated person of any registered investment company and 
no affiliated person of such a person, acting as principal, 
shall participate in, or effect any transaction in con- 
nection with any joint enterprise or other joint 
arrangement in which such registered company is a 
participant unless an application regarding such joint 
enterprise or arrangement has been filed with the Com- 
mission and has been granted by an order. A joint 
enterprise or other joint arrangement as used in this Rule 
is any written or oral plan, contract, authorization or 
arrangement, or any practice or understanding 
concerning an enterprise or undertaking whereby a 
registered investment company and any affiliated person 
of such a person, have a joint or a joint and several par- 
ticipation, or share in the profits of such enterprise or 
undertaking. In passing upon such application, the Com- 
mission will consider whether the participation of such re- 
gistered investment company in such joint enterprise or 
joint arrangement on the basis proposed is consistent 
with the provisions, policies and purposes of the Act, and 
the extent to which such participation is on a basis 
different from or less advantageous than that of other par- 
ticipants. As noted above, ITB and Devonshire might be 
deemed “affiliated persons” of each other within the 
meaning of Section 2(a)(3) of the Act. Thus, the proposed 
sale of assets by Devonshire to ITB and the related allo- 
cation of expenses might be deemed to be a joint 
enterprise or arrangement prohibited by Section 17(d) of 
the Act and Rule 17d-1 thereunder without Commission 
approval. 


The Applicants represent that the terms of the proposed 


transaction are reasonable and fair to all parties, do not 
involve overreaching, and are consistent with the invest- 
ment objectives of each of the Funds and with the policies 
of the Act. The combination is deemed to be 
advantageous to each of the Applicants for the reasons 
set forth above. To the extent that ITB’s participation in 
the transaction is different from that of Devonshire’s, each 
Fund represents that its participation in the transaction is 
as advantageous as the participation of the other Fund. 
While Devonshire shareholders will bear a higher 
proportion of the expense of the transaction than will ITB 
shareholders, Devonshire shareholders (a) are expected 
to derive significant reductions in projected per share 
expense ratios, which reductions are expected to be 
substantially larger as compared to projected per share 
expense ratio reductions for ITB’s shareholders, (b) will 
be able to sell their Fund’s assets at net asset value 
without reduction for the disproportionate amount of un- 
realized capital appreciation inherent therein, (c) will 
become shareholders of a Fund which is approximately 
seven times larger, is currently selling additional shares 
to the public and is more capable of keeping expense 
ratios within reasonable limits, and (d) will become 
shareholders of an open-end Fund which has 
substantially similar investment objectives and portfolio 
securities, which has the same investment adviser as 
Devonshire and which redeems shares in cash instead of 
in kind. While ITB recognizes that it is purchasing assets 
which have a disproportionately higher amount of un- 
realized appreciation inherent therein than its own assets 
and that it will also have a reduction in its projected per 
share expenses as well as the opportunity to purchase, 
without the necessity of the payment of additional 
brokerage commissions, approximately $8 million of 
assets representing, in large part, portfolio securities 
which are the same as securities already held by ITB. 
Accordingly, the Applicants submit that the participation 
of the Funds in the proposed transaction is consistent 
with the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act, and to 
the extent that participation by each Fundis different from 
the other, such participation is not less advantageous. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than July 30, 1979, at 5:00 p.m., submit to 
the Commission in writing a request for a hearing on the 
application accompanied by a statement as to the nature 
of his interest, the reasons for such request, and the 
issues, if any, of fact or law proposed to be contro- 
verted, or he may request that he be notified if the 
Commission shall order a hearing thereon. Any such 
communication should be addressed: Secretary, Securi- 
ties and Exchange Commission, Washington, D.C. 20549. 
A copy of such request shall be served personally or by 
mail upon Applicant at the address stated above. Proof of 
such service (by affidavit, or in the case of an attorney-at- 
law by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order 
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disposing of the application herein will be issued as of 
course following such date unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission's own motion. Persons, who request a 
hearing or advice as to whether a hearing is ordered, will 
receive any notices and orders issued in this matter, 
including the date of hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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THE JOHNSTON MUTUAL FUND 
One Boston Place 
Boston, Massachusetts 02106 


(812-4487) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR ORDER OF 
EXEMPTION FROM SECTION 2(a)(41) OF THE ACT 
AND RULES 2a-4 and 22c-1 THEREUNDER 


NOTICE IS HEREBY GIVEN that The Johnston Mutual 
Fund (“Applicant”), registered under the Investment 
Company Act of 1940 (“Act”) as an open-end, diversified 
management investment company, filed an application 
on June 5, 1979, and an amendment thereto on July 6, 
1979, requesting an order of the Commission, pursuant to 
Section 6(c) of the Act, exempting Applicant from the 
provisions of Section 2(a)(41) of the Act and Rules 2a-4 
and 22c-1 under the Act of the exent necessary to permit 
Applicant to compute the net asset value per share of one 
of its three series, the Johnston Cash Management Fund 
(the “Cash Management Fund”), to the nearest one cent 
on a share value of one dollar using times other than the 
close of trading on each day on which the New York Stock 
Exchange is open for trading. In all other respecis, port- 
folio securities held by Applicant will be valued in 
accordance with the views set forth in Investment 
Company Act Release No. 9786 (May 31, 1977) (“Release 
No. 9786”). All interested persons are referred to the 
application on file with the Commission fora statement of 
the representations contained therein, which are 
summarized below. 


Applicant states that it was organized on March 30, 1979 
as a Massachusetts business trust for the purpose of 
succeeding to the business of The Johnston Mutual Fund 
Inc., a no-load, diversified management investment 
company registered under the Act, pursuant to a 
reorganization from a New York corporation to a 
Massachusets business trust. It is structured as a “series 
company” with three series of shares, one of which will 
represent interests in the portfolio of assets to be 
transferred to it by The Johnston Mutual Fund Inc. Imme- 
diately following the reorgnization, it expects to issue, 
and has filed a Preliminary Prospectus with respect to, 
two new series of shares, one of which, the Cash Manage- 
ment Fund, is to be a “money market” fund designed as an 
investment vehicle for institutional and _ individual 
investors with cash balances or cash reserves. The invest- 
ment objective of the Cash Management Fund is to 
maximize current income consistent with the 
preservation of capital and liquidity. It also states that 
Douglas T. Johnston & Co., Inc., which currently serves 
as investment adviser for The Johnston Mutual Fund Inc., 
will act as investment adviser to the Cash Management 
Fund. 


Applicant further states that the Cash Management Fund 





will invest in a portfolio of money market instruments, 
consisting exclusively of obligations issued or 
guaranteed as to principal and interest by the govern- 
ment of the United States or by its agencies or 
instrumentalities; U.S. dollar denominated certificates of 
deposits or bankers’ acceptances of U.S. banks and their 
branches located outside of the U.S. and of U.S. branches 
of foreign banks, provided that the bank has capital, 
surplus, and undivided profits (as of the date of its most 
recently published annual financial statements) in excess 
of $100,000,000 (or the equivalent in the case of foreign 
banks) at the date of investment; commercial paper, 
which at the time of investment, is rated Prime-1 by 
Moody’s Investors Service, Inc. or A-1 by Standard & 
Poor’s Corporation, or is issued by companies having an 
outstanding debt issue currently rated Aaa or Aa by 
Moody’s or AAA or AA by Standard & Poor’s; corporate 
obligations having a maturity of one year or less and rated 
Aaa or Aa by Moody's or AAA or AA by Standard & Poor's; 
and repurchase agreements with respect to any of the 
foregoing types of instruments. 


According to the application, the following policies will be 
followed by Applicant with respect to the operation of the 
Cash Management Fund: (1) portfolio instruments having 
a remaining maturity in excess of 60 days will be valued on 
a mark-to-market basis; (2) portfolio instruments with a 
remaining maturity of 60 days or less will be valued 
utilizing the amortized cost valuation technique; (3) sales, 
redemptions and repurchases of such Fund's shares will 
be effected at prices calculated to the nearest one cent on 
a share having a $1.00 nominal value (“penny rounding”); 
(4) investments will be made only in instruments having a 
remaining maturity of one year or less, although 
obligations underlying repurchase agreements may have 
a maturity in excess of one year; and (5) the average 
maturity of all instruments in its portflio (computed on a 
dollar-weighted basis) will be maintained at 120 days or 
less. Applicant further proposes to determine a net asset 
value for purposes of effecting sales, redemptions and 
repurchases of the Cash Management Fund’s shares as of 
12:00 Noon, New York time, rather than the close of 
trading on the New York Stock Exchange (“Stock 
Exchange”). In addition, Applicant purposes to utilize the 
opening and closing of the New York office of the Federal 
Reserve System to govern the days on which the Cash 
Management Fund will be open for business rather than 
the opening and closing of the Stock Exchange for 
trading. 


Rule 22c-1 adopted under the Act provides, in pertinent 
part, that no registered investment company or principal 
underwriter thereof issuing any redeemable security shall 
sell, redeem or repurchase any security except at a price 
based on the current net asset value of such security for 
redemption or of an order to purchase or sell such 
security. Subsection (b) of Rule 22c-1 defines the term 
“current net asset value” of a redeemable security as that 
value computed on each day during which the New York 


Stock Exchange is open for trading, not less than once 
daily as of the time of the close of trading on such 
exchange. Rule 2a-4 adopted under the Act provides, as 
here relevant, that the “current net asset value” of a 
redeemable security issued by a registered investment 
company used in computing its price for the purposes of 
distribution and redemption shall be determined with 
reference to current market value for portfolio securities 
with respect to which market quotations are readily avail- 
able and for other securities and assets fair value as 
determined in good faith by the board of directors of the 
registered company. Section 2(a)(41) defines, in 
pertinent part, the term “value” in a similar manner. 


In Release No. 9786 the Commission issued an 
interpretation of Rule 2a-4 expressing its view that (1) itis 
inconsistent with the provisions of Rule 2a-4 for money 
market funds to value their assets on an amortized cost 
basis except with respect to portfolio securities with 
remaining maturities of 60 days or less and provided that 
such valuation method is determined to be appropriate by 
each respective fund’s board of directors, and (2) it is in- 
consistent with the provisions of Rule 2a-4 for money 
market funds to “round off” calculations of their net asset 
value per share to the nearest one cent on ashare value of 
$1.00, because such a calculation might have the effect of 
masking the impact of changing values of portfolio 
valuation as required by Rule 2a-4. On the basis of the 
foregoing, Applicant submits that without an exemption 
from the provisions of Section 2(a)(41) and Rules 2a-4 
and 22c-1 under the Act, the Cash Management Fund 
would be prohibited from determining its net asset value 
in the manner and at the time set forth above. 


Section 6(c) of the Act provides, in pertinent part, that the 
Commission, by order upon application, may 
conditionally or unconditionally exempt any person, 
security or transaction, or any provision or provisions 
under the Act or of any rule or regulation thereunder, if 
and to the extent that such exemption is necessary or 
appropriate in the public interest and consistent with the 
protection of investors and the purposes fairly intended 
by the policy and provisions of the Act. 


In support of the relief requested Applicant represents 
that it understands that potential investors in its shares, 
especially bank trust departments and trust companies, 
have indicated that they are not concerned with the 
theoretical differences which might occur between the 
yield achieved through “market” pricing and the yield 
computed by using the “penny rounding” valuation 
method described herein. Applicant further represents 
that such potential investors are vitally concerned that the 
net asset value of their shares remain stable and that the 
daily net income declared on their investment not exhibit 
the volatility which can often occur when changes in 
market prices cause substantial changes in yield on a 
daily or weekly basis due to the offsetting of unrealized 
gains or losses against fund income, and have indicated 


SEC DOCKET/1271 





that they would be forced to forego investing in a fund 
which did not meet these requirements. 


Management of Applicant further believes that computing 
the net asset value per share of its Cash Management 
Fund to the nearest one cent on ashare value of one dollar 
as described above will allow the Cash Management Fund 
to maintain a constant net asset value per share under 
usual or ordinary circumstances and thereby permit it to 
serve the interests and requirements of the Cash 
Management Fund's shareholders notwithstanding its 
sue of the mark-to-market method, as opposed to the 
amortized cost method, of valuing its portfolio 
instruments having remaining maturities in excess of 60 
days. The application further represents that the Trustees 
of Applicant have determined in good faith that the 
method of calculating the net asset value per share of 
Cash Management Fund under such circumstances is 
appropriate and in the best interest of the Cash Manage- 
ment Fund’s shareholders. 


Applicant states that it believes that calculation of the net 
asset value of its Cash Management Fund shares once 
daily as of 12:00 noon, New York time, will enable it to best 
serve its shareholders and to operate at optimum 
efficiency. Noon pricing will permit the Cash 
Management Fund normally to provide same day funds to 
redeeming shareholders. In addition to effecting 
purchases and redemptions as of 12:00 noon, New York 
time, the Cash Management Fund will pay its daily 
dividend of net income to shareholders of record as of 
such time (including shares purchased but excluding 
shares redeemed prior to that time). Paying the daily 
dividend at noon will permit the Applicant to provide same 
day dividend information during the afternoon to ionstitu- 
tional investors which require such information for 
internal accounting purposes. It is asserted that pricing 
the Cash Management Fund shares at the close of the 
Stock Exchange in lieu of, or in addition to, the noon price 
would have no bearing on this Fund’s operations since the 
securities in which it will invest will not be traded on such 
exchange. Moreover, it is asserted that pricing at such 
time in addition to noon pricing would simply add an 
additional expense for this Fund without any 
corresponding benefit. 


With respect to the proposal to utilize the opening and 
closing of the New York office of the Federal Reserve 
System (‘New York office”) to govern the days on which 
the Cash Management Fund will be open for business 
rather than the opening and closing of the Stock Ex- 
change for trading, Applicant asserts that this policy will 
more realistically reflect the Cash Management Fund's 
actual capability to transact business with its share- 
holders and will parallel the trading days for the types of 
instruments in which the Cash Management Fund will 
invest. According to the application, purchases of the 
Cash Management Fund's shares must be made via wire 
transfer of moneys, and the proceeds of redemptions will 
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be transmitted to shareholders solely through the Federal 
Reserve System wire facilities. Applicant further asserts 
that this standard will allow the Cash Management Fund 
to accept purchase and redemption requests on any day 
on which the Stock Exchange is closed for trading but the 
New York office of the Federal Reserve System is open 
(two such days in 1979), thereby permitting purchasers of 
the Cash Management Fund's shares to receive that day's 
dividend and enabling shareholders requiring moneys to 
secure wire transfer of redemption proceeds on that day. 
While Applicant under this proposed policy would, of 
course, be closd on any day on which the Stock Exchange 
is open for trading but the New York office of the Federal 
Reserve System is closed (four such days in 1979), Appli- 
cant represents that wire transfer of moneys could notin 
any event be effected on such a day. 


Applicant states that it has agreed that the order it seeks 
may be conditioned upon the following: 


1. Applicant’s Trustees, in supervising the 
operations of the Cash Management Fund and 
delegating special responsibilities involving 
such Fund’s management to Applicant's 
ionvestment adviser, undertake—as a partic- 
ular responsibility within their overall duty of 
care owed to shareholders of the Cash 
Management Fund—to assure to the extent 
reasonably practicable, taking into account 
current market conditions affecting the 
investment objectives of the Cash Manage- 
ment Fund, that the price per share of the 
Cash Management Fund as computed for 
purposes of distribution, redemption and 
repurchase, rounded to the nearest one cent, 
will not deviate from $1.00. Applicant under- 
stands that its Trustees can fully carry out this 
undertaking by (1) requiring Applicant's 
investment adviser to adopt policies 
calculated to prevent such price, as to 
rounded, from deviating from $1.00 except 
under unusual or extraordinary circum- 
stances and (ii) periodically reviewing the 
investment adviser’s management of the Cash 
Management Fund pursuant to such policies 
at regularly scheduled meetings of the 
Trustees. 


2. The Applicant will maintain a dollar- 
weighted average portfolio maturity in the 
Cash Management Fund appropriate to its 
objective of maintaining a stable price per 
share, and the Applicant will not (i) purchase 
an instrument for the Cash Management Fund 
with a remaining maturity of greater than one 
year, except that obligations underlying 
repurchase agreements may have a maturity 
in excess of one year, or (ii) maintain a dollar- 
weighted portfolio maturity in the Cash 





Management Fund in excess of 120 days; and 


3. Purchases of portfolio instruments for the 
Cash Managment Fund, including securities 
underlying repurchase agreements, will be 
limited to such high quality instruments as are 
described in this application and are outlined 
above, except that certificates of deposit of 
foreign branches of United States banks and 
United States branches of foreign banks will 
be limited to instruments which are obliga- 
tions of the parent bank in addition to the 
issuing branch. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than July 31, 1979, at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if 
any, of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall ordera 
hearing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon Appli- 
cant(s) at the address(es) stated above. Proof of such 
service (by affidavit, or in case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with the 
request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
following said date unless the Commission thereafter 
orders a hearing upon request or upon the Commission's 
own motion. Persons who request a hearing, or advice as 
to whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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In the Matter of 


SOUTH COAST CAPITAL COMPANY (Formerly 
SPACE VENTURES, INC.) 


c/o Keith Lister 
861 Sixth Avenue 
San Diego, California 92101 


(811-1118) 


ORDER PURSUANT TO SECTION 8(f) OF THE 
INVESTMENT COMPANY ACT OF 1940 DECLARING 
THAT APPLICANT HAS CEASED TO BE AN INVEST- 
MENT COMPANY. 


On June 11, 1979, a notice was issued (investment 
Company Act Release No. 10725) stating that South 
Coast Capital Company (formerly Space Ventures, Inc.) 
(“Applicant”), registered under the Investment Company 
Act of 1940 (“Act”) as a closed-end, non-diversified, 
management investment company, and a licensee under 
the Small Business Investment Act of 1958, filed an appli- 
cation on May 14, 1979, pursuant to Section 8(f) of the Act, 
for an order of the Commission deciaring that the 
Applicant has ceased to be an investment company as 
defined in the Act. 


The notice gave interested persons an opportunity to 
request a hearing, and stated that an order disposing of 
the application would be issued as of course unless a 
hearing should be ordered. No request for a hearing has 
been filed, and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found that the 
Applicant has ceased to be an investment company. 
Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the Act, that 
the registration of South Coast Capital Company under 
the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment 


Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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Release No. 10765/July 9, 1979 


In the Matter of 


KANSALLIS-OSAKE-PANKKI 


SEC DOCKET/1273 





c/o John W. Erickson, Esq. 
White & Case 

280 Park Avenue 

New York, New York 10017 


(812-4462) 


NOTICE OF APPLICATION FOR AN ORDER 
PURSUANT TO SECTION 3(b)(2) OF THE ACT 
DECLARING THAT APPLICANT IS NOT AN INVEST— 
MENT COMPANY, OR, ALTERNATIVELY, FOR AN 
ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING APPLICANT FROM ALL PROVISIONS OF 
THE ACT. 


NOTICE IS HEREBY GIVEN that Kansallis-Osake-Panki 
(“Applicant”) filed an application on April 12, 1979, andan 
amendment thereto on July 2, 1979, for an order of the 
Commission pursuant to Section 3(b)(2) of the 
Investment Company Act of 1940 (“Act”) declaring that 
Applicant is not an investment company within the mean- 
ing of the Act because Applicant is primarily engagedina 
business other than that of investing, reinvesting, owning, 
holding or trading in securities or, alternatively, for an 
order of the Commission pursuant to Sectoin 6(c) of the 
Act exempting Applicant from all provisions of the Act. All 
interested persons are referred to the application on file 
with the Commission for a statement of the 
representations contained therein, which are summarized 
below. 


Applicant states that its principal office is located at 
Aleksanterinkatu 42, Helsinki, Finland, and that it is the 
largest commercial bank in Finland. According to the ap- 
plication on December 31, 1978, Applicant’s consolidated 
assets and deposits, amounted to approximately 
$4,337,000,000 and $3,688,000,000 respectively. Appli- 
cant states that it had 20,250,000 shares of common stock 
outstanding as of December 31, 1978, which represented 
$128,500,000 in aggregate market value. Applicant states 
that it has 434 branches in Finland and representative 
banks, including one subsidiary bank, in nine countries. 


According to the application, Applicant's principal busi- 
ness consists of receiving deposits, handling payment 
transactions and making loans. As a commercial bank, 
Applicant represents that its customer base covers a 
major part of Finland’s industry and commerce, and that it 
handles a major portion of the payments traffic in the 
Finnish economy. In addition to its commercial lending 
activities, Applicant provides other traditional banking 
services such as checking and savings accounts, 
financial and performance guarantees, and trust services, 
including investment consultancy services. Applicant 
also provides a broad range of international banking 
services, and represents that it handles a substantial part 
of all Finnish foreign payment transactions. Applicant 
also states that it is involved in both the domestic and 
international capital markets by way of managing, 
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underwriting and placing securities for its customers, and 
that it acts as a securities broker ion Finland. 


Applicant states that on December 31, 1978, its 
consolidated loans, advances and credits represented 
approximately 83% of its total assets and 98% of deposits. 
Interest income from such loans, advances, and credits 
accounted for 66% of Applicant's total income, and Appli- 
cant’s investment securities amounted to $254,000,000 or 
6% of Applicant’s consolidated assets for the year ending 
December 31, 1978. According to the application, 79% of 
Applicant’s deposits are those of Finnish citizens, com- 
panies and other Finnish entities. 


According to the application, Applicant is closely super- 
vised and regulated by the Finnish government. Under 
Finnish banking legislation all banks are supervised by 
the Bank Inspectorate, which is responsible, in turn, to the 
Ministry of Finance. This supervision includes among 
other things formal inspection at periodic intervals. The 
banking legislation also sets minimum liquidity and 
solvency requirements, and significant restrictions onthe 
ability of commercial banks to engage in, or own equity 
interests in, non-banking operations. In addition, the 
Bank of Finland, Finland’s central bank, sets quotas under 
which each commercial bank qualifies for central bank 
credit, sets the interest rates for such credit, and sets 
penalty interest rates for credit in excess of such quotas. 
The Bank of Finland may also temporarily buy bonds from 
the commercial banks and has the right to call for cash 
reserve deposits from the banks. 


According to the application, Applicant proposes to issue 
and sell unsecured prime quality commercial paper notes 
and banker's acceptances, in bearer form and 
denominated in United States dollars, to a commercial 
paper dealer in the United States which will then reoffer 
the notes in minimum denominations of $100,000 to insti- 
tutional investors and other entities and individuals in the 
United States who normally purchase commercial paper. 
Applicant states that it does not intend to sell either the 
notes or acceptances in the United States in excess of an 
aggregate of $100,000,000 at any one time outstanding. 
Applicant states that its purpose for making this offering 
is to provide an alternative source of supply of United 
States dollars to supplement dollars currently obtained in 
the Eurodollar market. Applicant represents that its notes 
and acceptances will rank pari passu among themselves, 
equally with all its other unsecured, unsubordinated 
iondebtedness, including the liability to depositors, and 
ahead of its share capital. Applicant plans to sell the notes 
without registration under the Securities Act of 1933 
("1933 Act”), in reliance upon an opinion of its American 
counsel that the offering will qualify for the exemption 
from the registration requirements of the 1933 Act 
provided for certain short-term commercial paper by 
Section 3(a)(3) thereof. Applicant will not proceed with its 
proposed offering until it has received such an opinion 
letter. Applicant does not request Commission review or 





approval of such opinion letter and the Commission 
expresses no opinion as to the availability of any such 
exemption. Applicant further represents that the 
presently proposed issue of securities and any further 
issue of securities shall have received, prior to issuance, 
one of the three highest investment grade ratings from at 
least one of the nationally recognized statistical rating 
organizations, and that its American counsel shall have 
certified that such rating has been received. Applicant 
undertakes to ensure that the dealer will provide each 
offeree of the notes or aceptances with a memorandum 
describing Applicant’s business and containing Appli- 
cant’s most recent publicly available fiscal year end 
balance sheet and income statement, which shall have 
been audited in such manner as is customery by Finnish 
auditors. Applicant represents that such memoranda will 
be at least as comprehensive as those customarily used 
by United States bank holding companies in offering 
commercial paper in the United States. Such memoranda 
will be updated periodically to reflect material changes in 
Applicant's financial position. Applicant further repre- 
sents that any future offerings of its securities in the 
United States will be Imade on the basis of disclosure 
documents at least as comprehensive as those used in the 
presently proposed offering, and that an interest in Appli- 
cant’s securities then offered, prior to the sale of such 
securities to such offeree, except that in the case of an 
offering made pursuant to a registraton statement under 
the Securities Act of 1933, such disclosure documents will 
be provided to such persons and in a manner as may be 
required by that Act and the rules and regulations there- 
under. Applicant consents to having any order granting 
the requested relief under Section 6(c) of the Act 
expressly conditioned upon its compliance with its under- 
taking regarding disclosure memoranda. 


Applicant represents that it will appoint a bank in the 
United States or the Commission as its agent to accept 
service of process in any action based on the notes or 
acceptances and instituted in any state or federal court by 
the holder of any of its notes or acceptances. Applicant 
further represents that it will expressly accept the juris- 
diction of any state or federal court in the City and State of 
New York with respect to any such action and that both its 
appointment of an authorized agent and its consent to 
jurisdiction will be irrevocable until all amounts due and 
to become due with respect to the notes or acceptances 
have been paid. by Applicant. Applicant similarly 
represents that it will consent to jurisdiction and will 
appoint an agent for service of process in suits arising 
from any other offerings of securities that it may make in 
the United States, which offerings Applicant states may 
include debt securities but not shares of its capital stock. 


Section 3(a)(3) of the Act defines investment company to 
mean “any issuer which is engaged or proposes to engage 
in the business of investing, reinvesting, owning, holding, 
or trading in securities, and owns or proposes to acquire 
investment securities having a value exceeding 40 per 


centum of the value of such issuer's total assets (ex- 
clusive of Government securities and cash items) on an 
unconsolidated basis”. Applicant states that there is 
uncertainty as to whether it would be considered an 
investment company as defined under the Act. 


Section 6(c) of the Act provides, in pertinent part, that the 
Commission, by order upon application, may 
conditionally or unconditionally exempt any person, 
security, or transaction, or any class or classes of 
persons, securities, or transactions, from any provision 
under the Act or any rule or regulation thereunder, if and 
to the extent that such exemption is necessary or 
appropriate in the public interest and consistent with the 
protection of investors and the purposes fairly intended 
by the policy and provisions of the Act. 


Applicant requests an order pursuant to Section 6(c) of 
the Act exempting it from all provisions of the Act. 
Applicant asserts that it is subject to extensive regulation 
by Finnish banking authorities and therefore that appli- 
cation of the requirements of the Act to Applicant would 
be unnecessary and burdensome. As a Finnish 
commercial bank subject to such regulation, Applicant 
argues that it is significantly different from the type of 
institution that Congress intended the Act ot regulate. 
Applicant aserts further that an exemption pursuant to 
Section 6(c) of the Act would benefit institutional and 
other sophisticated investors, since they would other- 
wise be precluded from purchasing Applicant's 
commercial paper. Applicant concludes that granting an 
exemptive order pursuant to Section 6(c) of the Act would 
be appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 3, 1979, at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if 
any, of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall ordera 
hearing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicant(s) at the address(es) stated above. Proof of 
such service (by affidavit, or in case of an attorney-at-law, 
by certificate) shall be filed contemporaneously with the 
request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
following said date unless the Commission thereafter 
orders a hearing upon request or upon the Commission's 
own motion. Persons who request a hearing, or advice as 
to whether a hearing is ordered, will receive any notices 
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and orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10766/July 9, 1979 


In the Matter of 


POST-och KREDITBANKEN, PKBANKEN 
c/o H. Rodgin Cohen, Esq. 

Sullivan & Cromwell 

125 Broad Street 

New York, New York 10004 


(812-4454) 


NOTICE OF APPLICATION FOR AN ORDER 
PURSUANT TO SECTION 6(c) OF THE ACT EXEMPT- 
ING APPLICANT FROM ALL PROVISIONS OF THE ACT. 


NOTICE IS HEREBY GIVEN that POST-och 
KREDITBANKEN, PKBANKEN (“Applicant”) filed an 
application on March 22, 1979, and an amendment thereto 
on May 24, 1979, for an order of the Commission pursuant 
to Section 6(c) of the Investment Company Act of 1940 
(“Act”) exempting Applicant from all provisions of the 
Act. Ail interested persons are referred to the application 
on file with the Commission for a statement of the repre- 
sentations contained therein, which are summarized 
below. 


Applicant states that its Head Office is located at 
Hamngatan 12, Stockholm, Sweden, and that it is the 
largest commercial bank in Sweden. According to the 
application, the Kingdom of Sweden owns 99.69% of 
Applicant's share capital. Applicant further states that it 
was founded in 1974 as the result of the merger of 
Postbanken and Sveriges Kreditbank, and operates under 
the same regulations as other banks in Sweden. Appli- 
cants states that, on December 31, 1977, its total assets 
amounted to approximately $11,536,900,000, total 
deposits to approximately $9,784,500,000 and total share 
captial to approximately $145,288,000. Applicant states 
that it presently has 135 branch offices thoughout 
Sweden. 


According to the application, Applicant’s principal 
business consists of making loans, a major percentage of 
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which are made to commercial borrowers or to finance 
housing, and receiving deposits. Deposits are received 
primarily from individuals, but are also received from 
commercial businesses, local authorities and government 
agencies, including the Swedish Post Office 
Administration. Applicant states that such deposits 
represent approximately 80% of Applicant's liabilities, 
and that on December 31, 1977, its loans and advances 
represented approximately 57% of Applicant's total assets 
and interest ioncome therefrom provided approximately 
83.4% of its total operating income. According to the ap- 
plication, other major assets of Applicant include govern- 
ment securities and bonds amounting to approximately 
26% of total assets. Applicant also states that it conducts a 
substantial trust business with $1,031,800,000 of assets in 
over 4,000 trust accounts, and states that it is involved in 
foreign exchange business common to large international 
banks. In addition, Applicant states that it is engaged in 
underwriting and selling securities outside the United 
States, but represents that such underwriting activities 
account for only 1.1% of Applicant’s total income. 


Applicant represents that under the Swedish Bank 
Companies Act (“Bank Act”), Applicant's business is 
subject to inspection and supervision by the Swedish 
Bank Inspection Board (“Inspection Board”). Applicant 
states that the Inspection Board prescribes Applicant's 
accounting principles, rquires Applicant to submit 
monthly statements of financial condition and conducts 
periodic inspections to ensure that Applicant’s business 
is operated in accordance with the Bank Act. Under the 
Bank Act, the Inspection Board is granted various 
enforcement powers and may intervene in management 
decisions to enforce the Bank Act or to preserve the 
solvency of Applicant. The Bank Act also requires Appli- 
cant to maintain a specified capital base coverage. In 
addition, the Swedish central bank, Sveriges Riksbank, 
regulates the liquid asset ratio and the reserve 
requirements that must be maintained by Applicant. 


According to the application, Applicant proposes to issue 
and sell unsecured prime quality commercial paper notes 
in bearer form and denominated in United States dollars 
to a commercial paper dealer in the United Stat es which 
will then reoffer the notes in minimum denominations of 
$100,000 to institutional investors and other entities and 
individuals in the United States that normally purchase 
commercial paper. Applicant states that it does not intend 
to sell the notes in the United States in excess of an 
aggregate of $100,000,000 at any one time outstanding. 
Applicant states that its purpose formaking this offering is 
to provide an alternative source of supply of United States 
dollars to supplement dollars currently obtained in the 
Eurodollar market. Applicant represents that its notes will 
rank pari passu among themselves, equally with all its 
other unsecured indebtedness, including liability to 
depositors, and ahead of its share capital. Applicant plans 
to sell the notes without registration under the Securities 
Act of 1933 (1933 Act”), in reliance upon an opinion of its 





American counsel that the offering will qualify for the 
exemption from the registration requirements of the 1933 
Act provided for certain short-term commercial paper by 
Section 3(a)(3) thereof. Applicant will not proceed with its 
proposed offering until it has received such an opinion 
letter. Applicant does not request Commission review or 
approval of such opinion letter and the Commission 
expresses no opinion as to the availability of any such 
exemption. Applicant further represents that the 
presently proposed issue of securities and any future 
issue of securities shall have received, prior to issuance, 
one of the three highest investment grade ratings from at 
least one of the nationally recognized statistical rating 
organizations, and that its American counsel shall have 
certified that such rating has been received. Applicant 
udnertakes to ensure that the dealer will provide each 
offeree of the notes with a memorandum describing 
Applicant’s business and containing Applicant's most 
recent annual audited financial statements. Applicant 
represents that such memoranda will be at least as 
comprehensive as those customarily used by United 
States bank holding companies in offering commercial 
paper in the United States. Such memoranda will be 
updated periodically to reflect material changes in 
Applicant's financial position. Aplicant further represents 
that any future offerings of its securities in the United 
States will be made on the basis of disclosure documents 
at least as comprehensive as those used in the presently 
proposed offering, and consents to having any order 
granting the relief requested under Section 6(c) of the Act 
expressly conditioned upon its compliance with its under- 
taking regarding disclosure memoranda. 


Applicant represents that it will appoint a bank in the 
United States or the Commission as its agent to accept 
service of process in any action based on the notes and in- 
stituted in any state or federal court by the holder of any of 
its notes. Applicant further represents that it will ex- 
pressly accept the jurisdiction of any state or federal court 
in the City and State of New York with respect to any such 
action and that both its appointment of an authorized 
agent and its consent to jurisdiction will be irrevocable 
until all amounts due and to become due with respect to 
the notes have been paid by Applicant. Applicant similarly 
represents that it will Consent to jurisdiction and will 
appoint an agent for service of process in suits arising 
from any other offerings of securities that it may make in 
the United States, which offerings Applicant states may 
include debt securities but not shares of its capital stock. 


Section 3(a) (3) of the Act defines investment company to 
mean “any issuer which is engaged or proposes to engage 
in the business of investing, reinvesting, owning, holding, 
or trading in securities, and owns or proposes to acquire 
investment securities having a value exceeding 40 per 
centum of the value of such issuer’s total assets (exclusive 
of Government securities and cash items) on an 


unconsolidated basis.” Applicant states that there is 
uncertainty as to whether it would be considered an 
investment company as defined under the Act. 


Section 6(c) of the Act provides, in pertinent part, that the 
Commission, by order upon application, may 
conditionally or unconditionally exempt any person, 
security, or transaction, or any class or classes of 
persons, securities, or transactions, from any provision 
under the Act, or any rule or regulation thereunder, if and 
to the extent that such exemption is necessary or 
appropriate in the public interest and consistent with the 
protection of investors and the purposes fairly intended 
by the policy and provisions of the Act. 


Applicant requests an order pursuant to Section 6(c) of 
the Act exempting it from all provisions of the Act. Appli- 
cant asserts that it is subject to extensive regulation by 
Swedish banking authorities and therefore that 
application of the requirements of the Act to Applicant 
would be unnecessary and burdensome. As a Swedish 
commercial bank subject to such regulation, Applicant 
argues that it is significantly different from the type of 
institution that Congress intended the Act to regulate. 
Applicant asserts further that an exemption pursuant to 
Section 6(c) of the Act would benefit institutional and 
other sophisticated investors, since they would otherwise 
be precluded from purchasing Applicant’s commercial 
paper. Applicant concludes that granting an exemptive 
order pursuant to Section 6(c) of the Act would be appro- 
priate in the public interest and consistent with the 
protection of investors and the purposes fairly intended 
by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 3, 1979, at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if 
any, of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall ordera 
hearing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicant(s) at the address(es) stated above. Proof of 
such service (by affidavit, or in case of an attorney-at-law, 
by certificate) shall be filed contemporaneously with the 
request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
following said date unless the Commission thereafter 
orders a hearing upon request or upon the Commission’s 
own motion. Persons who request a hearing, or advice as 
to whether a hearing is ordered, will receive any notices 
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and orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10767/July 9, 1979 


In the Matter of 
In the Matter of 


BANQUE NATIONALE DE PARIS 
c/o Peter H. Darrow, Esq. 

Cleary, Gottlieb, Steen & Hamilton 
1 State Street Plaza 

New York, New York 10004 


(812-4457) 


NOTICE OF APPLICATION FOR AN ORDER 
PURSUANT TO SECTION 6(c) EXEMPTING 
APPLICANT FROM ALL PROVISIONS OF THE ACT 


NOTICE IS HEREBY GIVEN that Banque Nationale de 
Paris (“Applicant”) filed an application on March 30, 1979, 
and an amendment thereto on July 2, 1979, for an order of 
the Commission pursuant to Section 6(c) of the 
Investment Company Act of 1940 (“Act”) exempting 
Applicant from all provisions of the Act. All interested 
persons are referred to the application on file with the 
Commission for a statement of the representations con- 
tained therein, which are summarized below. 


Applicant states that it is the largest commercial bank in 
France and the fourth largest commercial bank in the 
world. At the end of 1977, its consolidated assets, deposits 
and shareholders’ funds amounted to approximately 
$54,000,000,000, $44,000,000,000 and $488,000,000, 
respectively. Applicant represents that it was formed in 
1966 and is the successor, through various mergers, to 
banks that were established in France during the 
nineteenth century and were nationalized in 1945. French 
law requires that a minimum of 75% of Applicant’s capital 
stock must be retained by the Republic of France. On 
December 31, 1978, the Republic of France held approxi- 
mately 91.4% of Applicant outstanding shares. 


According to the application, Applicant’s primary 
business activities are the receipt of deposits and the ex- 
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tension of credit. Applicant states that it is also engaged, 
to a limited extent, in investment banking, investment 
advisory and custodianship activities. Applicant 
represents that at December 31, 1977, it had 1,864 French 
offices and that it and its subsidiaries and affiliates had 
over 400 offices in 62 countries. Applicant states that its 
operations in the United States include subsidiaries in 
New York and California, branches in New York and 
Chicago, an agency in California and representative 
offices in New York and Houston. The principal office of 
Applicant is located at 16 Boulevard des Italiens, Paris, 
France 75008. 


Appiicant states that at the end of 1977 its loans 
represented approximately 86% of its total assets and pro- 
vided approximately 78% of its net income. According to 
the application, at the end of 1977 deposits represented 
approximately 81.5% of Applicant's liabilities and are 
received from individuals, commercial businesses, 
governmental entities, banks and other financial institu- 
tions. Deposits include demand, savings and time 
deposits. Applicant also receives funds from the sale of its 
shares. 


Applicant represents that it is regulated by the National 
Credit Council, and Bank Control Commission, the Bank 
of France and the French Banking Association. Applicant 
states that such entities regulate its liquidity ratio, reserve 
requirements, specific requirements regarding types of 
loans, restrictions on equity investments, and interest 
rates. Applicant states that it is required to submit 
periodic reports on its activities. According to the appli- 
cation, Applicant is subject to on-site inspections by the 
Bank Control Commission, which may impose wide- 
ranging sanctions for violations of bank regulations. 
Applicant states that the French Banking Association may 
also institute actions alleging violations of banking 
regulations. 


According to the application, Applicant proposes to issue 
and sell unsecured prime quality commercial paper notes 
denominated in United States dollars to a commercial 
paper dealer in the United States which will then reoffer 
the notes in minimum denominations of $100,000 to the 
types of investors that ordinarily participate in the United 
States commercial paper market. Applicant states that 
during the first year in which the notes are sold the aggre- 
gate amount outstanding will average from $150 million to 
$200 million. Applicant represents that its notes will rank 
pari passu among themselves and equally with all its other 
unsecured, unsubordinated indebtedness, including its 
deposit liabilities. Applicant plans to sell the notes without 
registration under the Securities Act of 1933 (“1933 Act”), 
in reliance upon an opinion of its American counsel that 
the offering will qualify for an exemption from the 
registration requirements of the 1933 Act provided for 
certain short-term commercial paper by Section 3(a)(3) 
thereof. Applicant will not proceed with its proposed 
offering until it has received such an opinion letter. 





Applicant does not request Commisson review or 
approval of such opinion letter and the Commission 
expresses no opinion as to the availability of any such 
exemption. Applicant further represents that the 
presently proposed issue of securities and any future 
issue of securities shall have received, prior to issuance, 
one of the three highest investment grade ratings from at 
least one of the nationally recognized statistical rating 
organizations, and that its American counsel shall have 
certified that such rating has been received. Applicant 
undertakes to ensure that the dealer in the notes will 
provide each offeree with a memorandum describing 
Applicant’s business and containing Applicant’s most 
recent publicly available financial statements. Applicant 
represents that such memoranda will be updated 
periodically to reflect material changes in Applicant's 
financial status. Applicant further represents that any 
future offerings of its securities in the United States will be 
done on the basis of disclosure documents at least as 
comprehensive as those used in the presently proposed 
offering. Applicant consents to having any order granting 
the relief requested under Section 6(c) of the Act 
expressly conditioned upon its compliance with its under- 
taking regarding disclosure memoranda. 


Applicant represents that it will appoint a bank in the 
United States or the Commission as its agent to accept 
service of process in any action based on the notes and 
instituted in any state or federal court by the holder of any 
of its notes. Applicant further represents that it expressly 
will accept the jurisdiction of any state or federal court in 
the City and State of New York in respect of any such 
action and that both its appointment of an authorized 
agent and its kconsent to jurisdiction will be irrevocable 
until all amounts due and to become due in respect of the 
notes have been paid by Applicant. Applicant represents 
that it will similarly consent to jurisdiction and appoint an 
agent for service of process in suits arising from any other 
offerings of securities that it may make in the United 
States, which offerings Applicant states may include debt 
securities. 


Section 3(a)(3) of the Act defines investment company to 
mean “any issuer which is engaged or proposes to engage 
in the business of investing, reinvesting, owning, holding, 
or trading in securities, and owns or proposes to acquire 
investment securities having a value exceeding 40 per 
centum of the value of such issuer’s total assets (exclusive 
of Government securities and cash items) on an 
unconsolidated basis.” Applicant states that there is 
uncertainty whether it would be considered an investment 
company as defined under the Act. 


Secton 6(c) of the Act provides, in pertinent part, that the 
Commission, by order upon application, may 
conditionally or unconditionally exempt any person, 
Section 6(c) of the Act provides, in pertinent part, that the 
Commission, by order upon application, may 
conditionally or unconditionally exempt any person, 


security, or transaction, or any class or classes of 
persons, securities, or transactions, from any provision or 
provisions of the Act, if and to the extent that such 
exemption is necessary or appropriate in the public 
interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and 
provisions of the Act. 


Applicant requests an order pursuant to Section 6(c) fo 
the Act exempting it from all provisions of the Act. Appli- 
cant argues that as a French commercial bank subject to 
extensive regulation by French banking authorities, it is 
significantly different from the type of institution that 
Congress intended the Act to regulate. Applicant asserts 
further that an exemption pursuant to Section 6(c) of the 
Act would benefit institutional and other sophisticated 
investors, since otherwise they would be precluded from 
purchasing Applicant's commercial paper notes. 
Applicant concludes that granting an exemptive order 
pursuant to Section 6(c) of the Act would be appropriate 
in the public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy 
and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 3, 1979, at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if 
any, of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall ordera 
hearing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicant(s) at the address(es) stated above. Proof of 
such service (by affidavit, or in case of an attorney-at-law, 
by certificate) shall be filed contemporaneously with the 
request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
following said date unless the Commission thereafter 
orders a hearing upon request or upon the Commission's 
own motion. Persons who request a hearing, or advice as 
to whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10768/July 9, 1979 


In the Matter of 


CREDIT LYONNAIS 

c/o Peter O. A. Solbert, Esq. 
Davis Polk & Wardwell 

1 Chase Manhattan Plaza 
New York, New York 10005 


(812-4436) 


NOTICE OF APPLICATION FOR AN ORDER 
PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING APPLICANT FROM ALL PROVISIONS OF 
THE ACT 


NOTICE IS HEREBY GIVEN that Credit Lyonnais 
(“Applicant”) filed an application on February 14, 1979, 
and amendments thereto on April 26, 1979 and June 29, 
1979, for an order of the Commission pursuant to Section 
6(c) of the Investment Company Act of 1940 (“Act”) 
exempting Applicant from all provisions of the Act. All 
interested persons are referred to the application on file 
with the Commission for a statement of the 
representations contained therein, which are summarized 
below. 


Applicant states that it is the second largest commercial 
bank in France and among the ten largest commercial 
banks in the world. On December 31, 1977, Applicant’s 
consolidated assets, deposits, and shareholders’ equity 
was approximately 248 billion French francs, 205 billion 
francs and 2 billion francs, respectively. Applicant 
represents that it was founded in 1863 and nationalized in 
1946. Applicant states that under French law, a minimum 
of 75% of the Applicant’s capital stock must be retained by 
the Republic of France and the remainder may be 
distributed to employees of Applicant and various desig- 
nated French institutions. On December 31, 1978, the 
Republic of France held approximately 92% of Applicant's 
outstanding shares. 


According to the application, Applicant is a commercial 
bank primarily engaged in making loans and receiving 
deposits. Applicant states that it is also engaged, to a 
much lesser extent, in underwriting and _ sellingk 
securities outside the United States. Applicant represents 
that it has over 2,300 branches in France and branches, 
subsidiaries or affiliates in 52 countries. Applicant states 
that its operations in the United States include branches 
in New York, Chicago and Los Angeles and a minority 
interst in Europartners Securities Corp., a registered 
broker-dealer. The principal executive office of Applicant 
is located at 19, Boulevard des Italiens, Paris, France 
75002. 
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Applicant states that at the end of 1977, its loans and 
advances represented approximately 60.2% of assets and 
provided more than 70% of Applicant's revenues. 
Applicant states that in 1977 it held deposits accounting 
for approximately 12% of all French bank deposits and it 
share of the French domestic bank credit market totalled 
approximately 10.9%. According to the application, 
deposits represent 88.1% of Applicant’s total liabilities 
and are received from individuals, banks, commercial 
businesses, governments and government agencies. 
Applicant represents that deposits include demand, 
savings and time deposits. 


Applicant states that it is regulated by the National Credit 
Council, the Bank Control Commission and the Bank of 
France. Applicant states that these entities regulate its 
liquidity, minimum capital and net worth ratios, its re- 
serve requirements, and other aspects of banking 
operations. Applicant represents that it is required to 
submit periodic reports on its activities. According to the 
application, Applicant is subject to on-site inspections by 
the Bank Control Commission, which may impose wide- 
ranging sanctions for violations of bank regulations. 


According to the application, Applicant proposes to issue 
and sell prime quality commercial paper notes in 


minimum denominations of $100,000 through United 
States commercial paper dealers. Applicant represents 
that the notes will be sold to institutional investors and 
other entities and individuals that ordinarily purchase 


commercial paper notes. Applicant states that it expects 
the average amount of commercial paper outstanding 
during the year after the program commences to be 
$300,000,000. Applicant states that it proposes to make 
this offering in the United States to provide, in many 
cases, a less expensive method of short-term financing 
and to provide an alternative source of United States 
dollars during any temporary disruption in the Eurodollar 
market. Applicant represents that its notes will rank pari 
passu among themselves, equally with all other unse- 
cured, wunsubordianted indebtedness of Applicant, 
including the liability to depositors, and superior to rights 
of shareholders. Applicant plans to sell the notes without 
registration under the Securities Act of 1933 (“1933 Act”), 
in reliance upon an opinion of its special counsel in the 
United States that the offering will qualify for an 
exemption from the registration rquirements of the 1933 
Act provided for certain short-term commercial paper by 
Section 3(a)(3) thereof. Applicant will not proceed with its 
proposed offering until it has received such an opinion 
letter and the Commission expresses no opinion as to the 
availability of any such exemption. Applicant further 
represents that the presently proposed issue of securities 
and any future issue of securities shall have received, 
prior to issuance, one of the three highest investment 
grade ratings from at least one of the nationally 
recognized statistical rating organizations, and that its 
American counsel shall have certified that such rating has 
been received. Applicant undertakes to ensure that the 





dealer will provide each offeree of the notes with a memo- 
randum describing Applicant's business and containing 
Applicant's financial statements. Applicant represents 
that such memoranda will be at least as comprehensive as 
those customarily used in commercial paper offerings in 
the United States. Such memoranda will be updated 
periodically to reflect material changes in Applicant's 
business or financial status. Applicant further represents 
that any future offerings of its securities in the United 
States will be done on the basis of disclosure documents 
at least as comprehensive as those used in United States 
offerings of such securities. Applicant states, however, 
that no such offering memoradnum or prospectus need 
be made available as a condition to this order in 
connection with the deposit taking or other ordinary 
commercial banking activities of Applicant's branches in 
the United States. Applicant consents to having any order 
granting the relief requested under Section 6(c) of the Act 
expressly conditioned upon its compliance with the 
foregoing undertakings concerning disclosure 
documents. 


Applicant represents that it will appoint a bank or trust 
company, a corporation providing corporate services for 
lawyers, or the Commission as its agent to accept service 
of process in any action based on the notes and instituted 
in any state or federal court by the holder of any of its 
notes. Applicant further represents that it expressly will 
accept the jurisdiction of any state or federal court in the 
City and State of New York in respect of any such action 
and that both its appointment of an authorized agent and 
its consent to jurisdiction will be irrevocable until all 
amounts due and to become due in respect of the notes 
have been paid by Applicant. Applicant represents that it 
will similarly consent to jurisdiction and appoint an agent 
for service of proces in suits arising from any other 
offerings of debt securities that it may make in the United 
Stat es. In the future, Applicant states that it may 
distribute equity securities to its employees in the United 
States as presently authorized under French law. 


Section 3(a)(3) of the Act defines investment company to 
mean “any issuer which is engaged or proposes to engage 
in the business of investing, reinvesting, owning, holding, 
or trading in securities, and owns or proposes to acquire 
investment securities having a value exceeding 40 per 
centum of the value of such issuer's total assets (exclusive 
of Government securities and cash items) on an 
unconsolidated basis.” Applicant states that there is 
uncertainty whether it would be considered an investment 
company as defined under the Act. 


Section 6(c) of the Act provides, in pertinent part, that the 


Commission, by order upon application, may 
conditionally or unconditionally exempt any person, 
security, or transaction, or any class or classes of 
persons, securities, or transactions, from any provision or 
provisions of the Act, if and to the extent that such 
exemption is necessary or appropriate in the public 


interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and 
provisions of the Act. 


Applicant requests an order pursuant to Section 6(c) fo 
the Act exempting it from all provisions of the Act. 
Applicant argues that as a French commercial bank 
subject to extensive regulation by French banking 
authorities, it is significantly different from the type of 
institution that Congress intended the Act to regulate. 
Applicant asserts further that an exemption pursuant to 
Section 6(c) of the Act would benefit institutional and 
other sophisticated investors, since otherwise they would 
be precluded from purchasing Applicant's commercial 
paper notes. Applicant concludes that granting an 
exemptive order pursuant to Section 6(c) of the Act would 
be appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 3, 1979, at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if 
any, of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall ordera 
hearing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicant(s) at the address(es) stated above. Proof of 
such service (by affidavit, or in case of an attorney-at-law, 
by certificate) shall be filed contemporaneously with the 
request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
following said date unless the Commission thereafter 
orders a hearing upon request or upon the Commission's 
own motion. Persons who request a hearing, or advice as 
to whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10769/July 9, 1979 


In the Matter of 


SOCIETE GENERALE 

c/o Jonathan M. Clark, Esq. 
Davis Polk & Wardwell 

1 Chase Manhattan Plaza 
New York, New York 10005 


(812-4435) 


NOTICE OF APPLICATION FOR AN ORDER 
PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING APPLICANT FROM ALL PROVISIONS OF 
THE ACT 


NOTICE IS HEREBY GIVEN that Societe Generale pour 
favoriser le developpement du Commerce et de|’Industrie 
en France (“Applicant”) filed an application on February 
14, 1979, and amendments thereto on April 27, 1979 and 
June 29, 1979, for an order of the Commission pursuant to 
Section 6(c) of the Investment Company Act of 1940 
(“Act”) exempting Applicant from all provisions of the 
Act. All interested persons are referred to the application 
on file with the Commission for a statement of the 
representations contained therein, which are summarized 
below. 


Applicant states that it is the third largest bank in France 
and that on December 31, 1977, it was the sixth largest in 
the world. On that date, Applicant and its consolidated 
subsidiaries had total assets, deposits, and capital and 
reserves of approximately $52.4 billion, $46.2 billion and 
$444 million, respectively. Applicant represents that it was 
founded in 1864 and nationalized in 1946. Applicant states 
that under French law, a minimum of 75% of Applicant's 
capital stock must be retained by the Republic of France 
and the remainder may be distributed to employees of 
Applicant and various designated French institutions. On 
December 31, 1977, the Republic of France held approxi- 
mately 93% of the Applicant’s outstanding shares. 


According to the application, Applicant is commercial 
bank engaged in extending credit and accepting deposits. 
Applicant states that it also provides other banking 
services traditional in Europe such as international 
interbank operations and underwriting activities. 
Applicant represents that it has approximately 2,300 
branch offices in France and offices in over 43 countries. 
Applicant states that its operations in the United States 
include a branch in New York City, a 20.13% interest in 
European American Bancorp. Inc., a registered bank 
holding company, and a 100% interest in Hudson 
Securities, Inc., a registered broker-dealer and a 
registered investment adviser. The principal office of 
Applicant is located at 29, Boulevard Hausemann, Paris, 
France 75009. 
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Applicant states that at the end of 1977, its loans and 
advances represented approximately 48% of assets and 
provided approximately 70% of its net income. Applicant 
states that in 1977 it held deposits accounting for approxi- 
mately 10% of all French bank deposits (excluding the 
post office savings system) and its share of the French 
domestic bank credit market totalled approximately 11%. 


Applicant represents that it is regulated by the National 
Credit: Council, the Bank Control Commission and the 
Bank of France. Applicant states that such entities 
regulate its liquidity ratio, reserve requirements, interest 
rates and other aspects of banking operations. Applicant 
represents that it is required to submit periodic reports on 
its activities. According to the application, Applicant is 
subject to on-site inspections by the Bank Control 
Commission, which may impose wide-ranging sanctions 
for violations of bank regulations. 


According to the application, Applicant proposes to issue 
and sell prime quality commercial paper notes in 
minimum denominations of $100,000 through United 
States commercial paper dealers. Applicant represents 
that the notes will be sold to institutional investors and 
other entities and individuals that ordinarily purchase 
commercial paper notes. Applicant states that it expects 
the average amount of commercial paper outstanding 
during the year after the program commences to be 
$300,000,000. Applicant states that it proposes to make 
this offering in the United States to provide, in many 
cases, a less expensive method of short-term financing 
and to provide an alternative source of United States 
dollars during any temporary disruption in the Eurodollar 
market. Applicant represents that its notes will rank pari 
passu among themselves, equally with all other 
unsecured, unsubordianted indebtedness of Applicant, 
including the liability to depositors, and superior to rights 
of shareholders. Applicant plans to sell the notes without 
registration under the Securities Act of 1933 (“1933 Act”), 
in reliance upon an opinion of its special counsel in the 
United States that the offering will qualify for an 
exemption from the registration rquirements of the 1933 
Act provided for certain short-term commercial paper by 
Section 3(a)(3) thereof. Applicant will not proceed with its 
proposed offering until it has received such an opinion 
letter and the Commission expresses no opinion as to the 
availability of any such exemption. Applicant further 
represents that the presently proposed issue of securities 
and any future issue of securities shall have received, 
prior to issuance, one of the three highest investment 
grade ratings from at least one of the nationally 
recognized statistical rating organizations, and that its 
American counsel shall have certified that such rating has 
been received. Applicant undertakes to ensure that the 
dealer will provide each offeree of the notes with a 
memorandum describing Applicant’s business and 
containing Applicant's financial statements. Applicant 
represents that such memoranda will be at least as 
comprehensive as those customarily used in commercial 





paper offerings in the United States. Such memoranda 
will be updated periodically to reflect material changes in 
Applicant's business or financial status. Applicant further 
represents that any future offerings of its securities in the 
United States will be done on the basis of disclosure 
documents at least as comprehensive as those used in 
United States offerings of such securities. Applicant 
states, however, that no such offering memorandum or 
prospectus need be made available as a condition to this 
order in connection with the deposit taking or other 
ordinary commercial banking activities of Applicant’s 
branches in the United States. Applicant consents to 
having any order granting the relief requested under 
Section 6(c) of the Act expressly conditioned upon its 
compliance with the foregoing undertakings concerning 
disclosure documents. 


Applicant represents that it will appoint a bank or trust 
company, a corporation providing corporate services for 
lawyers, or the Commission as its agent to accept service 
of process in any action based on the notes and instituted 
in any state or federal court by the holder of any of its 
notes. Applicant further represents that it expressly will 
accept the jurisdiction of any state or federal court in the 
City and State of New York in respect of any such action 
and that both its appointment of an authorized agent and 
its consent to jurisdiction will be irrevocable until all 
amounts due and to become due in respect of the notes 
have been paid by Applicant. Applicant represents that it 
will similarly consent to jurisdiction and appoint an agent 
for service of proces in suits arising from any other 
offerings of debt securities that it may make in the United 
Stat es. In the future, Applicant states that it may 
distribute equity securities to its employees in the United 
States as presently authorized under French law. 


Section 3(a)(3) of the Act defines investment company to 
mean “any issuer which is engaged or proposes to engage 
in the business of investing, reinvesting, owning, holding, 
or trading in securities, and owns or proposes to acquire 
investment securities having a value exceeding 40 per 
centum of the value of such issuer’s total assets (exclusive 


of Government securities and cash items) on an 
unconsolidated basis.” Applicant states that there is 
uncertainty whether it would be considered an investment 
company as defined under the Act. 


Section 6(c) of the Act provides, in pertinent part, that the 
Commission, by order upon application, may 
conditionally or unconditionally exempt any person, 
security, or transaction, or any class or classes of 
persons, securities, or transactions, from any provision or 
provisions of the Act, if and to the extent that such 
exemption is necessary or appropriate in the public 
interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and 
provisions of the Act. 


Applicant requests an order pursuant to Section 6(c) fo 
the Act exempting it from all provisions of the Act. 
Applicant argues that as a French commercial bank 
subject to extensive regulation by French banking 
authorities, it is significantly different from the type of 
institution that Congress intended the Act to regulate. 
Applicant asserts further that an exemption pursuant to 
Section 6(c) of the Act would benefit institutional and 
other sophisticated investors, since otherwise they would 
be precluded from purchasing Applicant's commercial 
paper notes. Applicant concludes that granting an 
exemptive order pursuant to Section 6(c) of the Act would 
be appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 3, 1979, at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as tothe nature of his 
interest, the reason for such request, and the issues, if 
any, of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall ordera 
hearing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicant(s) at the address(es) stated above. Proof of 
such service (by affidavit, or in case of an attorney-at-law, 
by certificate) shall be filed contemporaneously with the 
request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
following said date unless the Commission thereafter 
orders a hearing upon request or upon the Commission's 
own motion. Persons who request a hearing, or advice as 
to whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10770/July 9, 1979 


In the Matter of 


SKANDINAVISKA ENSKILDA BANKEN 
c/o H. Rodgin Cohen, Esq. 
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Sullivan & Cromwell 
125 Broad Street 
New York, New York 10004 


(812-4427) 


NOTICE OF APPLICATION FOR AN ORDER 
PURSUANT TO SECTION 6(c) OF THE ACT EXEMPT- 
ING APPLICATION FROM ALL PROVISIONS OF THE 
ACT 


NOTICE IS HEREBY GIVEN that Skandinaviska 
Enskilda Banken (“Applicant”) filed an application on 
January 30, 1979, and amendments thereto on April 
11, 1979, and July 2, 1979, for an order of the 
Commission pursuant to Section 6(c) of the Invest- 
ment Company Act of 1940 (“‘Act’’) exempting 
Applicant from all provisions of the Act. All interested 
persons are referred to the application on file with the 
Commission for a statement of the representations 
contained therein, which are summarized below. 


Applicant states that it is the largest privately owned 
commercial bank in Sweden and the 88th largest 
commercial bank in the world. On December 31, 1977, 
its consolidated assets, deposits, and shareholders’ 
funds amounted to approximately $12,500,000,000, 
$8,589,000,000, and $368,000,000, respectively. Appli- 
cant has 371 branches in Sweden and subsidiaries or 
affiliates in six countries, including Scandinavian 
Securities Corporation, a registered broker-dealer 
which is Applicant’s only subsidiary in the United 
States. The registered head office of Applicant is 
located at Kungstradgardsgatan 8, Stockholm, 
Sweden. 


According to the application, Applicant’s principal 
business consists of making loans to a variety of 
commercial and consumer borrowers and receiving 
deposits. Applicant also states that it conducts a trust 
business with individuals, corporations and founda- 
tions and provides private investment advisory 
services. Applicant states that it is also engaged, to a 
limited extent, in underwriting and selling securities 
outside the United States. 


Applicant states that on December 31, 1977, its loans 
and advances represented approximately 45% of its 
total assets and its net interest earnings provided 
approximately 60% of its total operating income. 
Applicant’s other major assets include deposit at 
other banks and securities, each of which represented 
approximately 15% of Applicant’s total assets on 
such date. According to the application, deposits 
represented 70% of Applicant’s total liabilities and are 
received from individuals, banks, commercial 
businesses, governments and government agencies. 
Deposits include demand, savings and time deposits. 
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Applicant also receives funds from the sale of its 
shares, which are listed on the Stockholm Stock 
Exchange. Applicant states that Swedish individuals 
and institutions account for approximately 75% of 
Applicant’s deposits and 85% of advances and loans 
made by Applicant. 


Applicant represents that under the Swedish Bank 
Companies Act (“Bank Act”), Applicant’s business is 
subject to inspection and supervision by the Swedish 
Bank Inspection Board (“Inspection Board”). Appli- 
cant states that the Inspection Board prescribes 
Applicant’s accounting principles, requires Applicant 
to submit monthly statements of financial condition 
and conducts periodic inspections to ensure that 
Applicant’s business is operated in accordance with 
the Bank Act. Under the Bank Act, the Inspection 
Board is granted various enforcement powers and may 
intervene in management decisions to enforce the 
Bank Act or to preserve the solvency of Applicant. The 
Bank Act also requires Applicant to maintain a 
specified capital base coverage. In addition, the 
Swedish central bank, Sveriges Riksbank, regulates 
the liquid asset ratio and the reserve requirements 
that must be maintained by Applicant. 


According to the application, Applicant proposes to 
issue and sell unsecured prime quality commercial 
paper notes in bearer form and denominated in United 
States dollars to a commercial paper dealer in the 
United States which will then reoffer the notes in 
minimum denominations of $100,000 to institutional 
investors and other entities and individuals in the 
United States who normally purchase commercial 
paper. Applicant states that it does not intend to sell 
the notes in the United States in excess of an 
aggregate of $100,000,000 at any one time 
outstanding. Applicant states that its purpose for 
making this offering is to provide an alternative source 
of supply of United States dollars to supplement 
dollars currently obtained in the Eurodollar market. 
Applicant represents that its notes will rank pari 
passu among themselves, equally with all its other 
unsecured, unsubordinated indebtedness, including 
the liability to depositors, and ahead of its share 
capital. Applicant plans to sell the notes without 
registration under the Securities Act of 1933 (“1933 
Act”), in reliance upon an opinion of its American 
counsel that the offering will qualify for the exemption 
from the registration requirements of the 1933 Act 
provided for certain short-term commercial paper by 
Section 3(a)(3) thereof. Applicant will not proceed 
with its proposed offering until it has received such an 
opinion letter. Applicant does not request Commis- 
sion review or approval of such opinion letter and the 
Commission expresses no opinion as to the 
availability of any such exemption. Applicant further 
represents that the presently proposed issue of 





securities and any future issue of securities shall have 
received, prior to issuance, one of the three highest 
investment grade ratings from at least one of the 
nationally recognized statistical rating organizations, 
and that its American counsel shall have certified that 
such rating has been received. Applicant undertakes 
to ensure that the dealer will provide each offeree of 
the notes with a memorandum describing Applicant's 
business and containing Applicant’s most recent 
annual audited financial statements. Applicant repre- 
sents that such memoranda will be at least as 
comprehensive as those customarily used by United 
States bank holding companies in offering com- 
mercial paper in the United States. Such memoranda 
will be updated periodically to reflect material 
changes in Applicant’s financial position. Applicant 
further represents that any future offerings of its 
securities in the United States will be done on the 
basis of disclosure documents at least as 
comprehensive as those used in the presently pro- 
posed offering. Applicant consents to having any 
order granting the relief requested under Section 6(c) 
of the Act expressly conditioned upon its compliance 
with its undertaking regarding disclosure memoranda. 


Applicant represents that it will appoint a bank in the 
United States or the Commission as its agent to 
accept service of process in any action based on the 
notes and instituted in any state or federal court by 
the holder of any of its notes. Applicant further 
represents that it expressly will accept the jurisdiction 
of any state or federal court in the City and State of 
New York in respect of any such action and that both 
its appointment of an authorized agent and its 
consent to jurisdiction will be irrevocable until all 
amounts due and to become due in respect of the 
notes have been paid by Applicant. Applicant 
represents that it will similarly consent to jurisdiction 
and will appoint an agent for service of process in 
suits arising from any other offerings of securities 
that it may make in the United States, which offerings 
Applicant states may include debt securities but not 
shares of its capital stock. 


Section 3(a)(3) of the Act defines investment company 
to mean “any issuer which is engaged or proposes to 
engage in the business of investing, reinvesting, 
owning, holding, or trading in securities, and owns or 
proposes to acquire investment securities having a 
value exceeding 40 per centum of the value of such 
issuer’s total assets (exclusive of Government 
securities and cash items) on an unconsolidated 
basis.” Applicant states that there is uncertainty 
whether it would be considered an investment 
company as defined under the Act. 


Section 6(c) of the Act provides, in pertinent part, that 
the Commission, by order upon application, may 


conditionally exempt any person, security, or 
transaction, or any class or classes of persons, 
securities, or transactions, from any provision or 
provisions of the Act, if and to the extent that such 
exemption is necessary or appropriate in the public 
interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. 


Applicant requests an order pursuant to Section 6(c) 
of the Act exempting it from all provisions of the Act. 
Applicant asserts that it is subject to extensive 
regulation by Swedish banking authorities and 
therefore that application of the requirements of the 
Act to Applicant would be unnecessary and 
burdensome. As a Swedish commercial bank subject 
to such regulation, Applicant argues that it is 
significantly different from the type of institution that 
Congress intended the Act to regulate. Applicant 
asserts further that an exemption pursuant to Section 
6(c) of the Act would benefit institutional and other 
sophisticated investors, since otherwise they would be 
precluded from purchasing Applicant’s commercial 
paper notes. Applicant concludes that granting an 
exemptive order pursuant to Section 6(c) of the Act 
would be appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act. 


NOTICE IS FURTHER GIVEN, that any interested person 
may, not later than August 3, 1979 at 5:30 p.m. submit to 
the Commission in writing a request for a-hearing on the 
application accompanied by a statement as to the nature 
of his interest, the reasons for such request, and the 
issues, if any, of fact or law proposed to be controverted, 
or he may request that he be notified if the Commission 
shall order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicant at the address stated above. Proof of such 
service (by affidavit, or in the case of an attorney-atiaw by 
certificate) shall be filed contemporaneously with the 
request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order 
disposing of the application herein will be issued as of 
course following such date unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons, who request a 
hearing or advice as to whether a hearing is ordered, will 
receive any notices and orders issued in this matter, 
incuding the date of hearing (if ordered) and any 
postponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10771/July 9, 1979 


In the Matter of 


SVENSKA HANDELSBANKEN 
c/o John W. Erickson, Esq. 
White & Case 

280 Park Avenue 

New York, New York 10017 


(812-4444) 


NOTICE OF APPLICATION FOR AN ORDER 
PURSUANT TO SECTION 3(b)(2) OF THE ACT 
DECLARING THAT APPLICANT IS NOT AN INVEST- 
MENT COMPANY, OR, ALTERNATIVELY, FOR AN 
ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING APPLICANT FROM ALL PROVISIONS 
OF THE ACT 


NOTICE IS HEREBY GIVEN that Svenska Handels- 
banken (“Applicant”) filed an application on February 
26, 1979, and amendments thereto on March 30, 1979 
and June 22, 1979, for an order of the commission 
pursuant to Section 3(b)(2) of the Investment 
Company Act of 1940 (“Act”) declaring that Applicant 
is not an investment company, or, alternatively, for an 
order pursuant to Section 6(c) of the Act exempting 
Applicant from all provisions of the Act. All interested 
persons are referred to the application on file with the 
Commission for a statement of the representations 
contained therein, which are summarized below. 


Applicant states that it is the second largest privately 
owned commercial bank in Sweden. At the end of 
1978, Applicant’s consolidated assets deposits, and 
shareholder funds amounted to approximately 
$13,766,000,000, $10,146,000,000, and $498,200,000, 
respectively. Applicant states that it was established 
in 1871 and presently has approximately 470 branches 
in Sweden and subsidiaries, correspondent banks and 
representative offices throughout the world. Applicant 
states that it has a wholly-owned banking subsidiary, 
Nordic American Banking Corporation, in the United 
States. The central head office of Applicant is located 
at Kungstradgardsgatan 2, Stockholm, Sweden. 


According to the application, Applicant’s business 
consists of receiving deposits from, handling 


payments for, and making loans to individuals, 
companies, municipalities, and other government and 
financial institutions. Applicant also states that it 
operates a trust department which provides 
investment advisory services to institutions and 
individuals. Appiciant states that it is also engaged, 
to a limited extent, as a broker, underwriter and 
distributor of securities. 
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Applicant states that, as of December 31, 1978, its 
loans represented approximately 63% of its 
consolidated assets and represented approximately 
75% of its consolidated revenue. According to the 
application, Applicant’s investment securities repre- 
sented on that date 19% of its consolidated assets. 
Applicant represents that on December 31, 1978, 
Swedish commerce an industry, and Swedish institu- 
tions accounted for approximately 74% of Applicant's 
deposits and 94% of loans made by Applicant. 


Applicant represents that its business is subject to 
inspection and supervision by the Swedish Bank 
Inspection Board (“Inspection Board”). Applicant 
states that the Inspection Board requires Applicant to 
report continuously in accordance with a fixed 
reporting system and conducts periodic inspections 
of Applicant to examine the administration and 
financial condition of Applicant. In addition, 
Applicant states that the Swedish central bank, 
Sveriges Riksbank, regulates Applicant’s liquidity 
ratio, reserve requirements and interest rates. 


According to the application, Applicant proposes to 
issue and sell prime quality commercial paper notes 
and bankers’ acceptances to a commercial paper 
dealer in the United States which will then reoffer the 
notes in minimum denominations of $100,000 to 
American institutional investors and other entities and 
individuals who normally purchase commercial paper 
and/or bankers’ acceptances. Applicant states that its 
purpose for making this offering in the United States 
is to obtain an attractive source of supply of United 
States dollars. Applicant represents that the notes 
and the bankers’ acceptances will rank pari passu 
among themselves, equally with all its other 
unsecured, unsubordinated indebtedness, including 
Applicant’s depositor liabilities, and ahead of its 
share capital. Applicant plans to sell the notes ahd 
bankers’ acceptances without registration under the 
Securities Act of 1933 (“1933 Act”), in reliance upon 
an opinion of its American counsel that the offering 
will qualify for the exemption from the registration 
requirements of the 1933 Act provided for certain 
short-term commercial paper by Section 3(a)(3) 
thereof. Applicant will not proceed with its proposed 
offering until it has received such an opinion letter. 
Applicant does not request Commission review or 
approval of such opinion letter and the Commission 
expresses no opinion as to the availability of any such 
exemption. Applicant further represents that the 
presently proposed issue of securities and any future 
issue of securities shall have received, prior to 
issuance, one of the three highest investment grade 
ratings from at least one of the nationally recognized 
Statistical rating organizations, and that its American 
counsel shall have certified that such rating has been 
received. Applicant undertakes to ensure that the 





dealer will provide each offeree who has indicated an 
interest in Applicant’s securities, and prior to any sale 
of the notes or bankers’ acceptances, with (i) a 
memorandum describing Applicant’s business, (ii) 
Applicant’s most recent publicly available fiscal 
balance sheet and income statement and (iii) 
Applicant’s most recent publicly available unaudited 
interim balance sheet and income statement. 
Applicant represents that such memoranda will be at 
least as comprehensive as those customarily used in 
commercial paper offerings and bankers’ acceptances 
offerings in the United States. Such memoranda will 
be updated periodically to reflect material changes in 
Applicant’s financial status. Applicant further 
represents that any future offerings of its securities in 
the United States will be done on the basis of 
disclosure documents at least as comprehensive as 
those used in the presently proposed offering. 
Applicant undertakes to ensure that such disclosure 
documents will be provided to each offeree who has 
indicated an interest in Applicant’s securities then 
being offered, prior to any sale of such securities to 
such offeree, except that in the case of an offering 
made pursuant to a registration statement under the 
1933 Act, such disclosure documents will be provided 
to such persons and in such manner as may be 
required by such Act and the rules and regulations 
thereunder. Applicant consents to having any order 
granting the relief requests under Section 6(c) of the 
Act expressly conditioned upon its compliance with 
its undertaking regarding disclosure documents. 


Applicant represents that it will appoint its special 
United States counsel as its agent to accept service of 
process in any action based on the notes or bankers’ 
acceptances and instituted in any state or federal 
court by the holder of any of its notes or bankers’ 
acceptances. Applicant further represents that it 
expressly will accept the jurisdiction of any state or 
federal court in the City and State of New York in 
respect of any such action and that both its 
appointment of an authorized agent and its consent to 
jurisdiction will be irrevocable until all amounts due 
and to become due in respect of the notes and the 
bankers’ acceptances have been paid by Applicant. 
Applicant represents that it will similarly consent to 
jurisdiction and appoint an agent for service of 
process in suits arising from any other offerings of 
securities that it may make in the United States, 
which offerings Applicant states may include debt 
securities but not shares of its capital stock. 


Section 3(a)(3) of the Act defines investment company 
to mean “any issuer which is engaged or proposes to 
engage in the business of investing, reinvesting, 
owning, holding, or trading in securities, and owns 
or proposes to acquire investment securities having a 
value exceeding 40 per centum of the value of such 
issuer’s total assets (exclusive of Government 


securities and cash items) on an unconsolidated 
basis”. 


Section 3(b)(2) of the Act provides, in pertinent part, 
that notwithstanding the definition of investment 
company contained in Section 3(a)(3) of the Act, an 
issuer is not an investment company if the 
Commission, upon application by such issuer, finds 
and by order declares it to be primarily engaged in a 
business other than that of investing, reinvesting, 
owning, holding, or trading in securities. 


Applicant states that if its loans are considered to be 
securities there is an issue concerning whether 
Applicant would be considered an investment 
company subject to the Act. Consequently, Applicant 
requests an order to Section 3(b)(2) of the Act 
declaring that it is not an investment company. 
Applicant argues that its commercial bank loans are 
not securities for the purposes of the Federal 
securities laws. Applicant also asserts that it_is 
primarily engaged in the business of banking rather 
than in the business of investing, reinvesting, owning, 
holding, or trading in securities. 


Section 6(c) of the Act provides, in pertinent part, that 
the Commission, by order upon application, may 
conditionally or unconditionally exempt any person, 
security, or transaction, or any class or classes of 
persons, securities, or transactions, from any 
provision or provisions of the Act, if and to the extent 
that such exemption is necessary or appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. 


Applicant requests an order pursuant to Section 6(c) 
of the Act exempting it from all provisions of the Act. 
Applicant asserts that it is a Swedish commercial 
bank subject to extensive regulation by Swedish 
banking authorities and as such, it is significantly 
different from the type of institution that Congress 
intended the Act to regulate. Applicant concludes that 
granting an exemptive order pursuant to Section 6(c) 
of the Act would be appropriate in the public interest 
and consistent with the protection of investors and 
the purposes fairly intended by the policy and 
provisions of the Act. 


NOTICE IS FURTHER GIVEN, that any interested person 
may, not later than August 3, 1979 at 5:30 p.m. submit to 
the Commission in writing a request for a hearing on the 
application accompanied by a statement as to the nature 
of his interest, the reasons for such request, and the 
issues, if any, of fact or law proposed to be controverted, 
or he may request that he be notified if the Commission 
shall order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Exchange 
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Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicant at the address stated above. Proof of such 
service (by affidavit, or in the case of an attorney-at-law 
by certificate) shall be filed contemporaneously with the 
request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order 
disposing of the application herein will be issued as of 
course following such date unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons, who request a 
hearing or advice as to whether a hearing is ordered, will 
receive any notices and orders issued in this matter, 
incuding the date of hearing (if ordered) and any 
postponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10772/July 10, 1979 


In the Matters of 


SENTINEL GROWTH FUND,INC. 
(811-1750) 


SENTINEL BOND FUND, INC. 
(811-1751) 


SENTINEL TRUSTEES FUND, INC. 
(811-2117) 


National Life Drive 
Montpelier, Vermont 05602 


NOTICE OF FILING OF APPLICATIONS PURSUANT 
TO SECTION 8&(f) OF THE ACT FOR ORDERS 
DECLARING THAT APPLICANTS HAVE CEASED TO 
BE INVESTMENT COMPANIES. 


NOTICE IS HEREBY GIVEN that Sentinel Growth 
Fund, Inc. (“Growth Fund”), Sentinel Bond Fund, Inc. 
(“Bond Fund”), and Sentinel Trustees Fund, Inc. 
(“Trustees Fund”) (collectively, “Applicants”), Mary- 
land corporations registered under the Investment 
Company Act of 1940 (“Act”) as open-end, diversified, 
management investment companies, filed applica- 
tions on February 1, 1979, pursuant to Section 8(f) of 
the Act, for orders of the Commission declaring that 
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Applicants have ceased to be investment companies 
as defined by the Act. All interested persons are 
referred to the applications on file with the 
Commission for statements of the representations 
contained therein, which are summarized below. 


Growth Fund states that: (i) on September 2, 1969, it 
registered under the Act; (ii) on September 1, 1969, it 
filed a registration statement pursuant to the 
Securities Act of 1933 (“Securities Act”) with respect 
to 1,000,000 shares of its common stock; and (iii) on 
September 15, 1969, it commenced a public offering 
of its shares. Bond Fund states that: (i) on September 
2, 1969, it registered under the Act and filed a 
registration statement to the Securities Act with 
respect to 3,000,000 shares of its common stock, and 
(ii) on September 15, 1969, it commenced a public 
offering of its shares. Trustees Fund states that: (i) on 
January 28, 1971, it registered under the Act and filed 
a registration statement pursuant to the Securities Act 
with respect to 2,000,000 shares of its common stock, 
and (ii) on March 16, 1971, it commenced a public 
offering of its shares. 


Applicants state that on November 29, 1977, their 
boards of directors each approved Agreements and 
Articles of Merger (“Agreements”) between each 
Applicant and Sentinel Group Funds, Inc. (“Group 
Funds”), a company registered under the Act as an 
open-end, diversified, management investment com- 
pany, which provided for: (i) the merger of each 
Applicant into Group Funds; (ii) the distribution to 
each of Applicants’ shareholders shares of newly 
created series of Group Funds, with the same net 
asset value as the shares each shareholder held in 
Applicants immediately prior to the merger; and (iii) 
the subsequent dissolution and deregistration of 
Applicants. Applicants further state that the 
Agreements were approved at shareholder meetings of 
each Applicant held on March 21, 1978, and that the 
Agreements were filed with the State of Maryland on 
March 31, 1978. Applicants also state that they and 
Group Funds filed an application for an order, 
pursuant to Section 17(b) of the Act, seeking an 
exemption from the provisions of Section 17(a) of the 
Act to permit the mergers of Applicants into Group 
Funds, and that the requested order was granted on 
March 21, 1978 (Investment Company Act Release No. 
10165). 


Applicants state that their legal existences terminated 
upon their mergers into Group Funds, and that each 
of their shareholders received a distribution of shares 
of a series of Group Funds (i) with the same 
investment objectives as the Applicant whose shares 
they held, and (ii) with the same net asset value as the 
shares of Applicants which they held. Applicants 
further state that they: (1) have not retained any 
assets; (ii) have no outstanding debts; and (iii) are not 





parties to any litigation.or administrative proceeding. 


According to the applications, immediately prior to 
the merger: (i) Growth Fund and outstanding 
1,624,093 shares of its common stock, having an 
aggregate net asset value of $12,372,120; (ii) Bond 
Fund had outstanding 742,525 shares of its commons 
stock, having an aggregate net asset value of 
$5,654,645; and (ili) Trustees Fund had outstanding 
1,548,802 shares of its common stock, having an 
aggregate net asset value of $14,457,066. Applicants 
State that they are not now engaged, and do not 
propose to engage, in any business activity other than 
that necessary to wind up their affairs. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, upon application, finds that a 
registered investment company has ceased to be an 
investment company, it shall so declare by order and 
upon the taking effect of such order the registration of 
such company under the Act shall cease to be in 
effect. 


NOTICE IS FURTHER GIVEN, that any interested person 
may, not later than August 3, 1979 at 5:30 p.m. submit to 
the Commission in writing a request for a hearing on the 
application accompanied by a statement as to the nature 
of his interest, the reasons for such request, and the 
issues, if any, of fact or law proposed to be controverted, 
or he may request that he be notified if the Commission 
shall order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicant at the address stated above. Proof of such 
service (by affidavit, orin the case of an attorney-at-law by 
certificate) shall be filed contemporaneously with the 
request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order 
disposing of the application herein will be issued as of 
course following such date unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons, who request a 
hearing or advice as to whether a hearing is ordered, will 
receive any notices and orders issued in this matter, 
including the date of hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Investment 


Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10773/July 10, 1979 


In the Matter of 
MASSACHUSETTS MUTUAL LIFE INSURANCE 
COMPANY 


and 


MASSMUTUAL CORPORATE INVESTORS, INC. 
1295 State Street 
Springfield, Massachusetts 01111 


(812-4381) 


ORDER PERMITTING WITHDRAWAL OF APPLICA- 
TION FOR ORDER PURSUANT TO SECTION 17(d) OF 
THE ACT AND RULE 17d-1 THEREUNDER. 


On October 30, 1978, a notice was issued (investment 
Company Act Release No. 10457) of the filing of an 
application by Massachusetts Mutual Life Insurance 
Company (‘‘Insurance Company’), a mutual life 
insurance company organized under the laws of the 
Commonwealth of Massachusetts, and MassMutual 
Corporate Investors, Inc. (“Fund”), a non-diversified, 
closed-end, management investment company regis- 
tered under the Investment Company Act of 1940 
(“Act”), for an order of the Commission, pursuant to 
Section 17(d) of the Act and Rule 17d-1 thereunder, 
permitting the Insurance Company and the Fund each 
to convert 6-1/2% Convertible Subordinated Notes of 
Flowers Industries, Inc. (“Flowers”), into Flowers 
common stock. On June 22, 1979, the Applicants 
requested that the application be withdrawn in view of 
an order issued by the Commission on June 4, 1979 
(Investment Company Act Release No. 10718). 


The matter has been considered, and it has been 
found appropriate to permit the withdrawal of the 
pending application. Accordingly, 


IT IS ORDERED that the aforementioned application 
be, and hereby is, withdrawn, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10774/July 12, 1979 


In the Matter of 


BROAD STREET INVESTING CORPORATION 
One Bankers Trust Plaza 
New York, New York 10006 


(812-4487) 


NOTICE OF FILING OF AN APPLICATION PURSUANT 
TO SECTION 6(c) OF THE ACT FOR AN ORDER 
EXEMPTING A PROPOSED EXCHANGE OF SHARES 
FROM THE PROVISIONS OF SECTIONS 22(c) AND 
22(d) OF THE ACT, AND RULE 22c-1 THEREUNDER. 


NOTICE IS HEREBY GIVEN that Broad Street 
Investing Corporation .(“Broad Street”), registered 
under the Investment Company Act of 1940 (“the Act”) 
as an open-end, diversified, management investment 
company, filed an application on June 6, 1979, and an 
amendment thereto on June 28, 1979, requesting an 
order of the Commission, pursuant to Section 6(c) of 
the Act, exempting from the provisions of Section 
22(c) of the Act and Rule 22c-1 thereunder, and 
Section 22(d) of the Act the proposed exchange of 
Broad Street shares, at net asset value without a sales 
charge and at a price other than the price next 
determined after receipt of a purchase order, for 
substantially all of the assets of High Street, Inc. 
(“High Street”), which Applicant asserts, is an 
investment company exempt from registration under 
the Act by reason of Section 3(c)(1) thereof. All 
interested persons are referred to the application on 
file with the Commission for a statement of the 
presentations contained therein, which are sum- 
marized below. 


Broad Street is a Maryland corporation, and on May 
21, 1979, its total net assets were $309,495,311. 
Applicant represents that High Street is a corporation 
organized and existing under the laws of Massachu- 
setts and that its stock is held of record and 
beneficially by twenty persons. Applicant further 
represents that no affiliation exists between High 
Street or its officers, directors or stockholders and 
Broad Street and its officers or directors. 


Applicant states that Broad Street and High Street 
have entered into an Agreement and Plan of Reorgani- 
zation (“the Plan”) which provides that substantially 
all of the cash and securities owned by High Street 
will be transferred to Broad Street in exchange for 
shares of its capital stock. Pursuant to the Plan, 
Broad Street shares having an aggregate net asset 
value equal to the value of the High Street assets to 
be acquired shall be issued in exchange therefor. The 
number of shares of Broad Street to be issued to High 
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Street on the Exchange Date is to be determined by 
dividing the aggregate market value of the assets of 
High Street to be transferred to Broad Street by the 
net asset value per share of Broad Street. The Valua- 
tion Date for purposes.of determining the net asset 
value per share of Broad Street and the market value 
of the assets of High Street to be acquired by Broad 
Street will be the close of business of the New York 
Stock Exchange on the business day next preceding 
the exchange date. If the Valuation Date under the 
Plan has occurred on May 21, 1979, High Street would 
have received 231,345 shares of Broad Street’s capital 
stock in exchange for substantially all of the assets of 
High Street, having an aggregate value as of that date 
of approximately $2,491,586. Broad Street presently 
intends to sell approximately 39% of the assets to be 
acquired from High Street within a relatively short 
period following their acquisition. As of May 21, 1979, 
the market value of such assets was approximately 
$975,663. 


The Plan also provides for the retention by High Street 
of an amount equivalent to less than 5% of its net 
assets to pay its liabilities, costs of liquidation and 
dividends to its stockholders equal to its 
“undistributed personal holding company” income as 
defined in Section 545 of the Internal Revenue Code of 
1954. High Street has advised Applicant, however, 
that the Plan calls for the exchange of 100% of its 
assets for Applicant’s shares, and that within a 
twelve-month period immediately following the 
Exchange Date, High Street intends to transfer to 
Broad Street any balance of the assets retained by 
High Street. Broad Street shall thereupon issue and 
deliver to High Street additional Broad Street shares 
at the net asset value per share next computed after 
receipt of such assets. 


Applicant states that, when received by High Street, 
the shares of Broad Street are to be distributed to 
High Street’s shareholders in complete liquidation of 
High Street, in proportion to their respective stock 
ownership in High Street. However, Applicant has 
been informed that for tax purposes one-half of such. 
shares will be placed in escrow by High Street for 2 
years. Applicant has been further informed by 
management of High Street that the shareholders of 
High Street have no present intention of redeeming or 
otherwise transferring any of the Broad Street shares 
so distributed. Applicant believes that expenses and 
other costs related to the distribution of an equivalent 
number of its shares in the ordinary course of 
business substantially exceed the expenses which 
Applicant may incur in connection with the proposed 
transaction. 


It is a condition to the obligations of High Street and 
Broad Street under the Plan that, prior to the 





exchange of High Street’s assets for Broad Street’s 
shares, High Street shall have received a ruling of the 
Internal Revenue Service to the effect that the Plan, 
the acquisition of High Street’s assets by Broad 
Street, the receipt of Broad Street shares in exchange 
therefore and the distribution of such Broad Street 
shares to High Street shareholders, will not result in 
taxable gains either to Broad Street, High Street, or to 
any of their respective shareholders. 


Section 22(c) of the Act, and Rule 22c-1 thereunder, 
together provide, in part, that a registered investment 
company may not issue its redeemable securities 
except at a price based on the current net asset value 
of such security which is next computed as of the 
close of trading on the New York Stock Exchange next 
following receipt of an order to purchase such 
security. 


Section 22(d) of the Act provides, in part, that a 
registered investment company may sell redeemable 
securities issued by such company only at the current 
public offering price described in the prospectus. The 
current public offering price of the shares of Broad 
Street as described in its prospectus is net asset value 
plus a sales charge. 


Without an exemption from Sectons 22(c) and 22(d) of 
the Act, and Rule 22c-1 thereunder, Applicant submits 
that it would be prohibited from (a) exchanging its 
shares at net asset value without a sales charge for 
substantially all of the assets of High Street and (b) 
effecting the proposed exchange transaction on the 
Exchange Date based on the market value of the 
assets of High Street to be transferred and net asset 
value per share of Broad Street, both determined as of 
the valuation time which is the close of business on 
the business day next preceding the Exchange Date. It 
is currently expected that the Valuation Date will be 
August 6, 1979, and that the actual exchange of Broad 
Street shares for the assets of High Street will take 
place on the following business day. Because the 
Exchange Date and the Valuation Date will be fixed in 
advance, and in view of the short time span involved, 
Applicant argues that the possible abuses at which 
Rule 22c-1 is directed will not exist. Applicant also 
argues that consummating the proposed transaction 
in the manner described above will allow both Broad 
Street and High Street adequate time to complete the 
necessary preparations for closing the transaction. 


Section 6(c) of the Act provides, in part, that the 
Commission, by order upon application, may 
conditionally or unconditionally exempt any person or 
transaction from any provision under the Act or of any 
rule or regulation thereunder, if and to the extent that 
such exemption is necessary or appropriate in the 
public interest and consistent with the protection of 


investors and the purposes fairly intended by the 
policy and provisions of the Act. 


Applicant represents that it considers the proposed 
exchange of shares to be at a fair price, arrived at by 
arms-length bargaining and believes that granting of 
the requested exemption from the provisions of 
Section 22(c), Rule 22c-1 thereunder, and Section 
22(d) of the Act is appropriate in the public interest 
and consistent with the protection of investors and 
the purposes fairly intended by the policy and 
provisions of the Act. Applicant states that the 
proposed acquisition will be beneficial to the 
shareholders of Broad Street because those expenses 
of Broad Street which do not rise proportionately with 
an increase in portfolio size will as a result of the 
proposed transaction be spread over a larger number 
of shares. In addition, Applicant states that, even 
after offsetting brokerage commissions and approxi- 
mate principal transaction costs involved in 
disposition of securities which Broad Street does not 
expect to retain for any significant period after 
consummation of the proposed transaction, the 
transfer of portfolio securities to be retained pursuant 
to the proposed transaction will cause Broad Street 
less expense than the purchase of securities of the 
same issuers in the open market. Further, Applicant 
states that the proposed exchange will enable Broad 
Street to acquire at one time additional securities for 
its existing portfolio without affecting the market in 
such securities. 


NOTICE IS FURTHER GIVEN, that any interested person 
may, not later than August 6, 1979 at 5:30 p.m. submit to 
the Commission in writing a request for a hearing on the 
application accompanied by a statement as to the nature 
of his interest, the reasons for such request, and the 
issues, if any, of fact or law proposed to be controverted, 
or he may request that he be notified if the Commission 
shall order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicant at the address stated above. Proof of such 
service (by affidavit, or in the case of an attorney-at-law by 
certificate) shall be filed contemporaneously with the 
request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order 
disposing of the application herein will be issued as of 
course following such date unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons, who request a 
hearing or advice as to whether a hearing is ordered, will 
receive any notices and orders issued in this matter, 
including the date of hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Investment 
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Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10775/July 12, 1979 


In the Matter of 


MINNEAPOLIS SHAREHOLDERS COMPANY 
4158 IDS Center 

80 South 8th Street 

Minneapolis, Minnesota 55402 


(812-4400) 


ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
EXEMPTING PROPOSED TRANSACTION FROM 
SECTION 17(a) OF THE ACT 


Minneapolis Shareholders Company (“Applicant”), a 
Minnesota corporation and a closed-end, non-diversi- 
fied management investment company registered 
under the Investment Company Act of 1940 (“Act”), 
filed an application on December 4, 1978, and an 
amendment thereto on March 23, 1979, for an order 
pursuant to Section 17(b) of the Act exempting from 
the provisions of Section 17(a) of the Act a proposed 
sale by Applicant to Federal Financial Corp. of 
furniture, equipment and leaseholder improvements 
owned by Applicant. 


On June 13, 1979, a notice was issued (Investment 
Company Act Release No. 10729) of the filing of the 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as 
of course unless a hearing should be ordered. No 
request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The matter having been considered, it is found that 
the terms of the proposed transaction are reasonable 
and fair and do not involve over-reaching on the part 
of any person concerned, and that the proposed 
transaction is consistent with the policies of 
Applicant and with the general purposes of the Act. 
Accordingly, 


IT IS ORDERED, PURSUANT TO Section 17(b) of the 
Act, that the proposed saie by Minneapolis 
Shareholders Company to Feteral Financial Corp. of 
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furniture, equipment and leaseholder improvements 
owned by Minneapolis Shareholders Company be, and 
hereby is, exempted from the provisions of Section 
17(a) of the Act. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








INVESTMENT ADVISERS ACT OF 1940 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 686/July 9, 1979 


INVESTMENT COMPANY ACT OF 1940 
Release No. 10761/July 9, 1979 


Administrative Proceeding File No. 3-5791 
In the Matter of 
JAMES WILLIAM HENDRICK, JR. 


ORDER INSTITUTING PROCEEDINGS AND IMPOS- 
ING REMEDIAL SANCTIONS 


The Commission deems it appropriate that public pro- 
ceedings be instituted with respect to James William 
Hendrick, Jr. (Hendrick) of Kenilworth, Illinois, 
pursuant to Section 203(f) of the Investment Advisers 
Act of 1940 and Section 9(b) of the Investment 
CompanyAct of 1940, to determine whether Hendrick 
wilfully violated Section 17(e) of the Investment 
Company Act of 1940 while employed by Lincoln 
National Investment Management Company, an 
investment adviser located in Chicago, Illinois, which 
is registered with the Commission purusant to 
Section 203(c) of the Investment Advisers Act of 1940. 


In anticipation of the institution of these proceedings, 
Hendrick submitted an Offer of Settlement. Under the 
terms of his Offer, Hendrick, without admitting or 
denying the allegations and findings contained 





therein, consents to the findings and order of the 


Commission imposing remedial sanctions set forth 
below. 


After due consideration of the Offer of Settlement 
and upon the recommendation of its staff, the 
Commission has determined to accept such Offer 
and, accordingly, IT 1S ORDERED that such 
proceedings be, and hereby are, instituted. 


On the basis of the Offer of Settlement submitted by 
James William Hendrick, Jr., the Commission makes 
the following findings: 


During the period from in or about January 1970 
through in or about May 1973, Hendrick wilfully 
violated Section 17(e) or the Investment Company Act 
of 1940 in that he wilfully, while an affiliated person of 
an affiliated person of registered investment 
companies, acting as agent, accepted compensation 
(other than a regular salary or wages from such 
registered companies) for the purchase and sale of 
property to or for such registered companies or any 
controlled company thereof, not in the course of his 
business as underwriter or broker. 


In view of the foregoing, it is in the public interest to 
impose the sanctions specified in the Offer of 
Settlement. 


Accordingly, IT iS ORDERED that: 


A. James William Hendrick, Jr. be, and 
hereby is, suspended from being as- 
sociated with any broker, dealer, invest- 
ment company, or investment adviser for a 
period of thirty (30) calendar days, 
commmencing on the second Monday after 
the date of this Order; 


B. James William Hendrick, Jr. be, and 
hereby is, restricted until the further 
approval of the Commission from exercis- 
ing, or supervising any other person with 
respect to exercising, discretion in the 
selection of executing brokers or dealers 
for purchases or sales of securities by or 
for any registered investment company; 
and 


Cc. James William Hendrick, Jr. be, and 
hereby is, censured. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 687/July 9, 1979 


SEE 


SECURITIES ACT OF 1933 
Release No. 6089/July 9, 1979 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 688/July 12, 1979 


Requirements Governing Payments of Cash Referral 
Fees by Investment Advisers 


AGENCY: Securities and Exchange Commission. 


ACTION: Adoption of rules. 


SUMMARY: 


The Commission is (1) adopting a new 
rule (“cash referral fee rule”) under the Investment 
Advisers Act of 1940 (“Advisers Act”) which makes it 
unlawful, except under specified circumstances and 


subject to certain conditions, for an investment 
adviser to make a cash payment to a person (“solici- 
tor”) who directly or indirectly solicits any client for, 
or refers any client to, an investment adviser, and (2) 
amending the recordkeeping rule under the Advisers 
Act to require an investment adviser to maintain 
certain records relating to the solicitation of clients 
under the cash referral fee rule. 

EFFECTIVE DATE: September 30, 1979. 

FOR FURTHER INFORMATION CONTACT: Michael 
J. Eizelman, Esq. or Thomas D. Maher, Esq. 
(202-755-3507), Office of Investment Adviser Regula- 
tion, Division of Investment Management, Securities 
and Exchange Commission, 500 North Capito! Street, 
Washington, D.C. 20549. 
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SUPPLEMENTARY INFORMATION: On February 2, 
1978, the Commission issued a notice (investment 
Advisers Act Release No. 615)1 that it had under 
consideration the adoption of a new Rle 206(4)-32 
under the Advisers Act? which would set forth 
conditions under which an investment adviser could 
pay a cash referral fee to a person who solicits clients 
for him. The Commission also indicated that, as an 
alternative, it was considering a rule which would 
completely prohibit cash payments by investment 
advisers to persons who solicit cash payments by 
investment advisers to persons who solicit clients for 
them. 


As stated in Advisers Act Release No. 615, the Com- 
mission has received interpretive requests concerning 
the applicability of the Advisers Act to arrangements 
pursuant to which an investment adviser compensates 
another person for recommending the adviser to a 
client or prospective client. In view of the frequency of 
such requests, the conflicts of interest presented by 
such arrangements, and the failure of the Advisers Act 
to address specifically the propriety of such arrange- 
ments, the Commission determined that it would be 
useful, both for the Commission and the investment 
advisory industry, to institute a rulemaking 
proceeding addressing the applicability of the 
Advisers Act to cash payments for such referral 
services.4 


Upon consideration of the public comments, the 
Commission determined not to adopt a rule totally 
prohibiting the payment of cash referral fees by 
investment advisers, but instead to adopt new Rule 
206(4)-3 delimiting the circumstances under which an 
investment adviser, directly or indirectly, may pay 
such a fee to someone who, directly or indirectly, 





143 FR 6095, February 13, 1978. 


217 CFR 275.206(4)-3. The Commission also proposed 
an amendment to Rule 204-2 under the Act [17 CFR 
275.204-2] to require an investment adviser to 
maintain certain records relating to the solicitation on 
clients under proposed Rule 206(4)-3. 


315 U.S.C. 80b-1, et seq. 


4The release specifically did not address the question 
of when, if at all, persons referring clients to 
investment advisers could properly be compensated 
by means of directed brokerage, rather than cash 
payments. As noted in Advisers Act Release No. 615, 
the cash referral fee rule should not be taken as an 
indication that the use of clients’ brokerage to pay 
referral fees is proper. 
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solicits clients for, or refers clients to, the adviser. 
Rule 206(4)-3 prohibits any investment adviser 
required to be registred pursuant to Section 203 of the 
Advisers Act from making a cash referral fee payment 
to a solicitor unless certain conditions, which are 
described below, are satisfied.5 


DISCUSSION 
|. Cash Referral Fees 


Proposed Prohibition. The initial issue presented by 
the Commission in Advisers Act Release No. 615 was 
whether payment of cash referral fees should be 
prohibited, or instead permitted subject to regulatory 
safeguards. The overwhelming majority of commenta- 
tors favored the regulation of cash referral fees. 


Many commentators expressed the view that 
reasonable disclosed cash referral fees, like expendi- 
tures for advertising and other methods of developing 
new business, should be considered to be an 
acceptable part of an investment adviser’s overhead. A 
total prohibition, it was said, might have anti- 
competitive consequences since large investment 
advisers with in-house sales staffs would have an 
advantage over smaller advisers, and this advantage 
would not necessarily bear any relationship to the 
quality and price of the service offered. In addition, 
some commentators maintained that a total prohibi- 
tion on cash referral fees would place investment 
advisers at a disadvantage with respect to banks, 
insurance companies, and broker-dealers. It was also 
suggested that a prohibition of cash fees might lead 
to use of other, possibly undisclosed, methods of 
compensation, such as directed brokerage. 


On the other hand, a few commentators contended 
that the payment of cash referral fees involves 
unacceptable conflicts of interest and should not be 
permitted under any circumstances. Although referral 
fee arrangements pose conflict of interest problems, 
the Commission is not persuaded that such arrange- 





5The Commission is also amending Rule 204-2 under 
th Advisers Act to require that the adviser maintain 
copies of disclosure documents surnished by 
solicitors and acknowledgements received by clients. 
Furthermore, copies of the agreement between the 
adviser and the solicitor must be maintained under 
existing paragraph (a)(10) of Rule 204-2. 


6See note 4 supra. 





ments are necessarily fraudulent and therefore should 
be prohibited. Rather, the Commission is of the view 
that, with appropriate regulatory safeguards, the 
payment of cash referral fees can be permitted 
consistent with the protection of investors, and that 
an outright prohibition of such fees would 
unnecessarily restrict the ability of investment 
advisers to make their services known to potential 
clients.“ Accordingly, the Commission has deter- 
mined to adopt proposed Rule 206(4)-3 with 
modifications discussed below. 


Cash referral fee rule. Paragraph (a) of Rule 206(4)-3 
limits the circumstances under which an investment 
adviser may pay a cash referral fee, directly or in- 
directly, to a solicitor. A solicitor is defined in para- 
graph (d)(1) of the rule as “any person who, directly or 
indirectly, solicits any client for, or refers any client to, 
an investment adviser.”° The rule as adopted also 
contains a definition of “client,” in paragraph (d)(2), to 
make clear that that term includes prospective clients. 


The rule applies to any investment adviser required to 
be registered pursuant to Section 203 of the Advisers 





7One commentator suggested that the rule should 
take the form of a safe harbor. In support of this 
position, it was argued that the interests of investors 
in connection with solicitation activities might be 
protected by means other than those specified in the 
rule, and that such other means should not be 
preciuded since they might be preferable from a 
business standpoint. However, because of the 
potential for abuse which exists in connection with 
payments for solicitation services, the Commission 
believes that specific regulatory safeguards are 
needed and that for that reason a safe harbor rule in 
this area would not be appropriate. 


8This definition is similar to that contained in the 
proposed rule. It has been modified slightly, in part to 
make clear that a person could bea solicitor within the 
meaning of the rule if he supplies the names of clients 
to an investment adviser, even if he does not 
specifically recommend to the client that he retain 


that adviser. 


Act.9 it prohibits the payment of cash referral fees to 
solicitors unless four conditions are met. The first 
three conditions apply to all cash referral fee pay- 
ments subject to the rule. 


The first condition, set forth in paragraph (a)(1)(i) of 
the rule, is that the investment adviser be registered 
under the Advisers Act. Accordingly, the rule 
prohibits cash referral fee payments to a solicitor by 
an investment adviser required to be registered but 
who is not so registered. 


The second condition, set forth in paragraph (a)(1)(ii), 
prohibits payment of cash referral fees to a solicitor 
who is subject to a statutory disqualification. The 
solicitor cannot be a person (i) subject to a 
Commission order issued under Section 203(f) of the 
Advisers Act [15 U.S.C. 80b-3(f)], or (ii) convicted 
within the previous ten years of any felony or misde- 
meanor involving conduct described in Section 
203(e)(2)(A)-(D) of the Advisers Act or (iii) who has 
been found by the Commission to have engaged, or 
has been convicted of engaging, in any of the conduct 
specified in paragraphs (1), (4), or (5) of Section 
203(e) of the Advisers Act, or (iv) is subject to an 
order, judgment or decree described in Section 


rte | a of the Advisers Act [15 U.S.C. 80b-3(e)(1)- 


(5)).1 





9Some commentators suggested that the rule should 
apply to all advisers, whether registered or not. In 
most if not all cases, however, an adviser who 
engaged a solicitor would be holding himself out as 
an investment adviser and thus would not be excepted 
from registration under Section 203(b)(3) of the 
Advisers Act [15 U.S.C. 80b-3(b)(3)], which is the 
most commonly relied upon exception from registra- 
tion, even if he had fewer than fifteen clients during 
the preceding twelve months. 


10The Statutory disqualification condition has been 
modified in response to comment letters which 
objected to certain portions of the proposed language 
as being, among other things, unduly vague. 


As noted in Advisers Act Release No. 615, a finding 
that a person has engaged in the conduct specified in 
Section 203 only authorizes and does not require the 
Commission to bar such persons from being 
associated with a registered investment adviser. The 
Commission would entertain, and be prepared to 
grant in appropriate circumstances, requests for 
permission to engage as a solicitor a person subject 
to a statutory bar. 
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The third condition, set forth in paragraph (a)(1)(iii), 
requires cash referral fees to be paid pursuant to a 
written agreement to which the investment adviser is a 
party. The written agreement must be kept as part of 
the investment adviser’s books and records, pursuant 


to < Toapaae (a)(10) of Rule 204-2 under the Advisers 
Act. 


The fourth condition is stated in the alternative. Even 
if the first three conditions are met, cash referral fee 
payments are still prohibited unless they are made in 
one of three circumstances specified in this final 
condition. These circumstances are discussed below. 


Impersonal advisory services. The first circumstance, 
set forth in paragraph (a)(2)(i) of the rule, relates to 
impersonal advisory services. This paragraph permits 
such payments to be made to a solicitor who solicits 
clients only for the provision of impersonal advisory 
services. The term “impersonal advisory services” is 
defined in paragraph (d)(3) of the rule to mean (i) 
written materials or oral statements which do not 
purport to meet the objectives or needs of specific 
clients, (ii) statistical information containing no 
expression of opinions as to the investment merits of 
particular securities, or (iii) any combination of the 
foregoing services. 


Under this paragraph, a registered investment adviser 
who offers any impersonal advisory services may pay 
cash referral fees to solicitors. In addition, a regis- 
tered investment adviser who offers a full line of 
advisory services, including impersonal services, may 
pay cash referral fees to a solicitor whose solicitation 
activities relate exclusively to the investment adviser’s 
impersonal advisory services. On the other hand, an 
investment adviser would not be permitted under 
paragraph (a)(2)(i) of the rule to pay cash referral fees 
to a solicitor whose solicitation activities were not 
limited to the adviser’s impersonaly advisory services, 
even though the client might ultimately receive only 
impersonal advisory services. 





'This and other recordkeeping requirements relating 
to cash referral fees are discussed infra. 


12For example, an investment adviser who manages 
client accounts and publishes an advisory newsletter 
might engage a solicitor to solicit persons with 
respect to either or both of these services. The adviser 
could pay a fee under paragraph (a)(2)(i) of the rule if 
the solicitor recommended only the newsletter to a 
prospective client. If the solicitor recommended both 
the account management and newsletter services of 
the adviser to a client, a referral fee could not be paid 
pursuant to paragraph (a)(2)(i) even if the client 
decided to purchase the newsletter only. A fee might 
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This exclusion for impersonal advisory services 
reflects the Commission’s understanding that 
prospective clients normally would be aware that a 
person selling such services was a salesman who was 
paid to do so. The proposed exemption was supported 
by almost all commentators who addressed it and it is 
being adopted with only minor changes. However, 
instead of a total exemption from the requirements of 
the rule, cash referral fees can be paid pursuant to 
paragraph (a)(2)(i) only if the three conditions in para- 
graph (a)(1) are met. That is, such payments can only 
be made by a registered investment adviser, pursuant 
to a written agreement, to a solicitor who would not 
be subject to a statutory disqualification under 
Section 203(e) or (f) of the Advisers Act. 


Persons affiliated with the adviser. Paragraph 
(a)(2)(iii) of the rule sets forth the second circum- 
stance when a registered investment adviser may pay 
a cash referral fee. Under this provision, an invest- 
ment adviser may pay such a fee to a solicitor who is 
(i) a partner, officer, director or employee of the 
adviser or (ii) a partner, officer, director or employee 
of a company which controls, is controlled by, or is 
under common control with, such investment adviser. 
As a condition of cash referral fees being paid, the 
solicitor must disclose his status as partner, officer, 
director or employee of the investment adviser or the 
company which controls, is controlled by, or is under 
common control with the investment adviser. If the 
solicitor is associated with such an affiliated company 
rather than with the investment adviser directly, the 
nature of the affiliation between that conenry and the 
investment adviser must also be disclosed. ! 


This paragraph represents a change from the 
proposed rule. As proposed, Rule 206(4)-3(a)(1) would 





be paid, however, pursuant to the provisions of 
paragraph (a)(2)(iil) which sets forth the conditions 
applicable to fees paid to third party solicitors for 
other than impersonal advisory services. 


13an investment adviser is reminded that existing 
provisions of Advisers Act’s recordkeeping require- 
ments may apply to solicitation activities engaged in 
under paragraph (a)(2)(ii) of the rule. Thus, for 
example, the written agreement required in paragraph 
(a)(1)(iii) must be maintained as part of an investment 
advisers’ books and records pursuant to paragraph 
(a)(10) of Rule 204-2. In addition, an investment 
adviser is required pursuant to paragraph (a)(12) of 
Rule 204-2 to maintain a record of securities trans- 
actions of any person who is an “advisory representa 
tive” as defined in that rule. 





have excluded from the written disclosure provisions 
of the rule only employees of the investment adviser 
whose primary duties relate to the investment 
advisory business of the adviser or who were clearly 
identified as sales representatives for the adviser. The 
reason for limiting the exemption to such employees 
or sales representatives of the adviser was that 
prospective clients would be aware of the natural 
predilection of such employees to recommend their 
employers, whether or not the client received specific 
disclosure that the employee would be compensated 
for bringing in new business. 


The narrowness of the exemption as proposed was 
criticized by a number of commentators. It was argued 
that the rule would present difficulties in classifying 
employees, and that the employee’s bias and the 
likelihood of compensation would be apparent to 
prospective clients regardless of the employee’s 
normal duties. Commentators also suggested that the 
exemption from written disclosure and recordkeeping 
requirements should be extended to persons 
associated with certain affiliates of the adviser when 
the affiliation is disclosed to the client. It was argued 
that there is little basis for assuming that potential 
clients will be any less aware of the inherent bias 
when an employee recommends an adviser who is a 
person associated with his employer than when he 
recommends the advisory services of his own 
employer. 


In light of the comments, the Commission has 
concluded that the objective circumstances surround- 
ing all employees of the adviser and certain close 
affiliates are such as to ensure that prospective 
clients would be aware of the solicitor’s bias. As long 
as a client is aware that the recommended adviser is 
the solicitor’s employer or a close affiliate of the 
solicitor’s employer, there appears to be little need to 
require the imposition of additional disclosure and 
recordkeeping requirements regardless of the specific 
duties of the solicitor. Therefore, the rule as adopted 
does not impose such additional requirements with 
respect to payments made to any solicitor who is a 
partner, officer, director or employee of the recom- 
mended adviser and who is identified as such, or who 
is a partner, officer, director or employee of a 
company controlling, controlled by, or under common 
control with the investment adviser, provided that 
there is disclosure of the solicitor’s relationship with 
the company and of that company’s relationship with 
the recommended investment adviser. 


Third party solicitors. The third circumstance in which 
cash referral fees may be paid in set forth in para- 
graph (a)(2)(iii) of the rule. This provision governs 
payments to solicitors (for other than impersonal 
advisory services) who are not partners, officers, 
directors or employees of the adviser or a person 


closely affiliated with the adviser. This provision has 
been substantially modified in response to public 
comments. 


Under paragraph (a)(2)(iii)(A) as adopted, an invest- 
ment adviser may pay a cash fee to a solicitor if the 
investment adviser enters into a written agreement 
with the solicitor which (i) describes the solicitation 
activities to be engaged in on behalf of the adviser, (ii) 
contains an undertaking by the solicitor to perform his 
duties under the agreement in a manner consistent 
with the instructions of the investment adviser and the 
provisions of the Advisers Act and rules thereunder, 
and (iii) requires that the solicitor, at the time of the 
solicitation, deliver to the client a current copy of the 
adviser’s written disclosure statement (“brochure”) 
required by Rule 204-3 [17 CFR 275.204-3] (the 
“brochure rule”) and a separate written disclosure 
document containing the information required by 
paragraph (b) of the rule, which is described below. 


In addition, paragraph (a)(2)(iii)(B) requires the invest- 
ment adviser to receive from the client, prior to or at 
the time of entering into any written or oral invest- 
ment advisory contract with such client, a signed and 
dated acknowledgement of receipt of the investment 
adviser’s brochure and the solicitor’s written 
disclosure document. As proposed, the rule would 
have required that the acknowledgement be received 
prior to the inception of the advisory relationship. In 
response to comments, the rule has been amended to 
require receipt of the acknowledgement no later than, 
but not necessarily prior to, the inception of the 
advisory relationship. 


The proposed rule did not contain a_ provision 
requiring the solicitor to deliver a copy of the adviser’s 
brochure, since the Commission had not yet adopted 
Rule 204-3 requiring the delivery of a brochure. The 
Commission believes that the requirement that the 
solicitor deliver a current copy of the adviser’s 
brochure will be useful to clients and will not impose 
an undue burden upon solicitors or investment 
advisers. '* Furthermore, delivery of a brochure by the 
solicitor will, in most cases, satisfy the investment 
adviser’s obligation to deliver a brochure to the client 
under Rule 204-3. 





141t should be noted that, even if the information 
required in the solicitor’s written disclosure statement 
is contained in the investment adviser’s brochure, that 
information would nonetheless have to be supplied to 
the client in a separate document. The Commission 
believes that such separate disclosure is necessary in 
order to ensure that the client’s attention will be 
directed to the fact that a cash referral fee is being 
paid. 
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Finally, paragraph (a)(2)(iii)(C) requires the invest- 
ment adviser to make a bona fide effort to ascertain 
whether the solicitor is in compliance with the terms 
of the agreement and to have a reasonable basis for 
believing that the solicitor is in compliance. 


The proposed rule would have required the investment 
adviser to supervise the solicitation activities of the 
solicitor “as if the solicitor were one of its own 
employees.” This requirement was criticized by a 
number of commentators, many of whom argued that 
it was impractical and might be inconsistent with a 
solicitor’s status as an independent contractor. The 
Commission now recognizes that this proposed 
provision may be somewhat impractical in light of the 
circumstances. Nevertheless, the Commission be- 
lieves that supervision is necessary to protect the 
interests of investors. Sufficient protection can be 
achieved by requiring that the adviser make a bona 
fide effort to ascertain that the solicitor has complied 
with the agreement entered into pursuant to the rule, 
and that the adviser take appropriate action if the 
solicitor has not so complied, without requiring that 
the adviser supervise the solicitor as if he were one of 
the adviser’s own employees. 


The questions of what would constitute such a bona 
fide effort would, of course, depend upon the circum- 
stances. In general, however, it would seem that such 
a bona fide effort would, at a minimum, involve 
making inquiries of some or all clients referred by the 
solicitor in order to ascertain whether the solicitor has 
made improper representations or has otherwise 
violated the agreement with the investment adviser. 


As proposed in Advisers Act Release No. 615, the rule 
would have required the periodic delivery of an 
updated disclosure statement if additional fees were 
to be paid with respect to an advisory agreement 
which was extended beyond the period of the initial 
advisory agreement or beyond one year, whichever 
was less, notwithstanding that the terms of such fee 
arrangement, including its duration, had been 
disclosed in the disclosure statement initially 
furnished to the advisory client. This requirement was 
criticized as imposing a substantial administrative 
burden which was unnecessary because of the simple 
nature of the matter disclosed. 


Upon consideration, the Commission agrees and has 
decided to require disclosure of the fee arrangement 
only at the time of the solicitation regardless of the 
nature of the fee to be paid. The disclosure of the 
solicitor’s financial interest in the client’s choice of an 
investment adviser is important at the time the solici- 
tation in order for the client to evaluate properly the 
solicitor’s recommendation. However, the client’s 
decision to continue an advisory relationship, once 
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established, will presumably be based upon the 
solicitor’s prior recommendation or the continuing 
nature of the solicitor’s compensation for that recom- 
mendation. 


Deleted from the final rule is a paragraph that would 
have required the adviser to have a reasonable belief 
that the client is capable of evaluating the information 
in the disclosure document. Several commentators 
suggested, and the Commission agrees, that it can 
reasonably be assumed that advisory clients are 
capable of evaluating the fact that the solicitor is to 
receive a fee for the solicitation of the client, and that 
a specific requirement in this regard is unnecessary. 


Content of written disclosure document. Paragraph 
(b) of the rule specifies the content of the disclosure 
document to be given to prospective clients by the 
third party solicitor. The disclosure document must 
include the name of the solicitor, the name of the 
investment adviser, and the nature of the relationship 
between the solicitor and the investment adviser. In 
addition, this document must disclose the fact that 
the solicitor will receive compensation, the terms of 
the compensation arrangement, and indicate whether 
the client will pay a specific charge or a higher 
advisory fee because a solicitor recommended the 
investment adviser to the client. 


The content of the disclosure document is substan- 
tially unchanged from the rule as proposed. Despite 
the criticism of some commentators, the Commission 
believes that the terms of the compensation paid or to 
be paid to the solicitor are relevant to a prospective 
client’s evaluation of the solicitor’s recommendation. 
Thus, if a specific amount of compensation were 
being paid, that amount would be required to be 
disclosed. If, instead of a specific amount, the 
solicitor’s compensation was to take the form of a 
percentage of the total advisory fee over a period of 
time, that percentage and the time period would have 
to be disclosed. If all, or part, of the solicitor’s 
compensation is deferred or it contingent upon some 
future event, such as the client’s continuation or 
renewal of the advisory relationship or agreement, 
such terms would also have to be disclosed. 





'SHowever, if the solicitor received separate compen- 
sation, in addition to that which had previously been 
disclosed, for recommending that the client continue 
an advisory relationship already established, that 
would constitute payment for another distinct solici- 
tation and ail the requirements of the rule would again 
have to be complied with. 





Investment advisers and solicitors who intend to rely 
upon the cash referral fee rule are reminded, and the 
rule specifically provides in paragraph (c), that nothin 
in the rule is to be deemed to relieve any investment 
adviser or solicitor of any fiduciary or other obligation 
which he may have under any law.1 


ll. Recordkeeping Requirements 


In proposing the cash referral fee rule, the Commis- 
sion also proposed a related amendment to Rule 204-2 
under the Advisers Act, the recordkeeping rule. That 
amendment is being adopted in somewhat modified 
form. 


Rule 204-2(a)(10) currently requires an investment 
adviser to keep, for five years, copies of all written 
agreements relating to the business of the investment 
adviser as such. Since the written agreements with 
solicitors entered into under the newly adopted cash 
referral fee rule will relate to the business of the 
investment adviser, they will be subject to the record- 
keeping provisions of Rule 204-2(a)(10) and an amend- 
ment to the recordkeeping requirements with respect 
to such agreements is unnecessary. 


The cash referral fee rule requires an adviser to receive 
from a client referred by a third party solicitor an 
acknowledgement that the client has received from 
the solicitor a copy of the adviser’s current brochure 
and a separate written disclosure document 
containing the information required by paragraph (b) 
of Rule 206(4)-3. The Commission is amending Rule 
204-2 by adding a new paragraph (a)(15), requiring 
that an investment adviser keep copies of both such 
client acknowledgements and the written disclosure 
statements furnished by solicitors. 1 





16The rule is not intended to suggest the scope and 
nature of any obligations an adviser or solicitor might 
have under the securities laws or under other laws. 
For this reason, and in response to a comment, the 
rule as adopted omits the proposed rule’s reference to 
a solicitor’s obligation to recommend an adviser “best 
suited” to a client. With respect to the possible 
relevance of other laws, the Commission notes that, 
where the solicited client is a pension plan or other 
employee benefit plan, payment of a fee to the 
solicitor might, depending upon the circumstances, 
result in a prohibited transction under the Employee 
Retirement Income Security Act of 1974 (ERISA) and 
the Internal Revenue Code of 1954 (Code). The rule 


being adopted of course provides no relief from ERISA 
or the Code. 


_ 17 The adviser’s brochure must be retained pursuant to 
existing paragraph (a)(14) of Rule 204-2. 


lll. Status of Solicitors under the Advisers Act 


As noted in Advisers Act Release No. 615, certain 
staff interpretative positions concerning the applica- 
bility of the Advisers Act to referral arrangements have 
stated that a solicitor must either be registered under 
the Advisors Act or a person associated with an 
investment adviser’8 as defined in Section 202(a)(17) 
of the Advisers Act [15 U.S.C. 80b-2(a)(17)].19 In that 
release the Commission expressed the view that a 
solicitor who engaged in solicitation activities in 
accordance with paragraph (a)(3) of the proposed rule 
would be a person associated with an investment 
adviser and therefore would not be required to register 
as an adviser under the Advisers Act solely as a result 
of those activities. The Commission’s view that such 
solicitors would be associated persons of an adviser 
was based upon the investment adviser’s responsi- 
bility to supervise the activities of the solicitors. Since 
the rule as adopted also contains a requirement, albeit 
somewhat different from the one contained in the 
proposed rule, that an investment adviser oversee the 
activities of third party solicitors, and since such a 
solicitor’s activities would be conducted in 
accordance with his agreement with the investment 
adviser, the Commission is of the view that a solicitor 
who engages in solicitation activities .in accordance 
with paragraph (a)(2)(iii) of the rule being adopted will 
be, at least with respect to those activities, an 
associated person of an investment adviser and there- 
fore will not be required to register individually under 





18E 9g, , Connecticut Investment Management inc., 
January 12, 1977; G. Serafini Investment Consultants, 
Inc., October 28, 1976; and Evaluation Associates, 
Inc., June 21, 1976. Under certain limited 
circumstances, however, the staff has taken no-action 
positions whereby it has not insisted upon 
registration of solicitors who would not otherwise be 
deemed to be a person associated with the adviser. 
See, e.g., Old Boston Management Corporation, July 
8, 1977; Clifford Shaw & Associates, Inc., October 27, 
1976; and Investors Diversified Services Advisory 
Corporation, August 8, 1975. 


19Section 202(a)(17), in part, defines a “person 
associated with an investment adviser” to include 
“any partner, officer, or director of such investment 
adviser (or any person performing similar functions), 
or any person directly or indirectly controlling or 
controlled by such investment adviser, including any 
employee of such investment adviser... .” 
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the Advisers Act solely as a result of those activi- 
ties.20 

IV. Effective Date 

Certain of the requirements in the new cash referral 
fee rule relate to brochures prepared by investment 
advisers pursuant to Rule 204-3. That rule does not be 
become effective until July 31, 1979. In addition, the 
Commission anticipates that investment advisers will 
want to review their solicitation arrangements and, 
where necessary, conform such arrangements to the 
rule. Therefore, the effective date of new Rule 206(4)-3 
and the accompanying amendments to Rule 204-2(a) 
is being delayed until September 30, 1979. 


AUTHORITY 


AUTHORITY: The Commission hereby amends Rule 
204-2(a) and adopts Rule 206(4)-3 pursuant to the 
authority contained in sections 204, 206, and 211 of 
the Advisers Act [15 U.S.C. 80b-4, 80b-6 and 
80b-11(a)]. 


COMMISSION ACTION 


PART 275—RULES AND REGULATIONS, 
MENT ADVISERS ACT OF 1940 


INVEST- 


Part 275 of Chapter Il of Title 17 of the Code of 
Federal Regulations is amended as follows: 


1. By adding paragraph (a)(15) to §275.204-2 to read 
as follows: 


§275.204-2 Books and records to be maintained by 
investment advisers. 


eee 


(a) 


(15) All written acknowledgements of receipt 
obtained from clients pursuant to §275.206(4)-3(a)(2) 





201f a solicitor were a partner, officer, director or 
employee of the investment adviser he would, of 
course, be within the definition of a person associated 
with an investment adviser. The same would seem to 
be true, in most cases, of solicitors who were 
partners, officers, directors, or employees of persons 
controlling, controlled by, or under common control 
with the investment adviser. The status of solicitors 
for impersonal advisory services only would depend 
on the facts and circumstances. The staff of the 
Commission is prepared to consider no action 
inquiries regarding the registration of solicitors. 
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(iii)(B) of this chapter and copies of the disclosure 
documents delivered to clients by solicitors pursuant 
to §275.206(4)-3 of this chapter. 


2. By adding §275.206(4)-3 to read as follows 
§275.206(4)-3 Cash payments for client solicitations. 


(a) It shall be unlawful for any investment adviser 
required to be registered pursuant to Section 203 of 
the Act to pay a cash fee, directly or indirectly, to a 
solicitor with respect to solicitation activities unless: 


(1) 
Act; 


(i) the investment adviser is registered under the 


(ii) The solicitor is not a person (A) subject to a 
Commission order issued under Section 203(f) of the 
Act, or (B) convicted within the previous ten years of 
any felony or misdemeanor involving conduct 
described in Section 203(e)(2)(A)-(D) of the Act or (C) 
who has been found by the Commission to have’ 
engaged, or has been convicted of engaging, in any of 
the conduct specified in paragraphs (1), (4) or (5) of 
Section 203(e) of the Act, or (D) is subject to an order, 
judgment or decree described in Section 203(e)(3) or 
the Act; and 


(iii) such cash fee is paid pursuant to a written 
agreement to which the adviser is a party; and 


NOTE: The investment adviser shall retain a copy of 
each written agreement required by this paragraph as 
part of the records required to be kept under 
§204-2(a)(10) of this chapter. 


(2) such cash fee is paid to a solicitor: 


(i) with respect to solicitation activities for the 
provision of imperson advisory services only; or 


(ii) who is (A) a partner, officer, director or 
employee of such investment advisor or (B) a partner, 
officer, director or employee of a person which 
controls, is controiled by, or is under common control 
with such investment adviser; provided that that 
status of such solicitor as a partner, officer, director 
or employee of such investment adviser or other 
person, and any affiliation between the investment 
adviser and such other person, is disclosed to the 
client at the time of the solicitation or referral; or 


(iii) other than a solicitor specified in paragraph 
(a)(2)(i) or (ii) above if all of the following conditions 
are met: 


(A) The written agreement required by paragraph 
(a)(1)(iii) of this section: (1) describes the solicitation 





activities to be engaged in by the solicitor on behalf of 
the investment adviser and the compensation to be 
received therefor; (2) contains an undertaking by the 
solicitor to perform his duties under the agreement in 
a manner consistent with the instructions of the 
investment adviser and the provisions of the Act and 
the rules thereunder; (3) requires that the solicitor, at 
the time of any solicitation activities for which 
compensation is paid or to be paid by the investment 
adviser, provide the client with a current copy of the 
investment adviser’s written disclosure statement 
required by §275.204-3 of this chapter (“brochure 
rule”) and a separate written disclosure document 
described in paragraph (b) of this rule. 


(B) The investment adviser receives from the client, 
prior to, or at the time of, entering into any written or 
oral investment advisory contract with such client, a 
signed and dated acknowledgement of receipt of the 
investment adviser’s written disclosure statement and 
the solicitor’s written disclosure document. 


NOTE: The investment adviser shall retain a copy of 
each such acknowledgement and solicitor disclosure 
document as part of the records required to be kept 
under §204-2(a)(15) of this chapter. 


(C) The investment adviser makes a bona fide effort 
to ascertain whether the solicitor has complied with 
the agreement, and has a reasonable basis for 
belieiving that the solicitor has so complied. 


(b) The separate written disclosure document 
required to be furnished by the solicitor to the client 
pursuant to this section shall contain the following 
information: 

(1) The name of the solicitor; 


(2) The name of the investment adviser; 


(3) The nature of the relationship, including any 
affiliation, between the solicitor and the investment 
adviser; 


(4) A statement that the solicitor will be 
compensated for his solicitation services by the 
investment adviser; 


(5) The terms of such compensation arrangement, 
including a description of the compensation paid or to 
be paid to the solicitor, and * 


(6) The amount, if any, for the cost of obtaining his 
account the client will be charged in addition to the 
advisory fee, and the differential, if any, among 
clients with respect to the amount or level of advisory 
fees charged by the investment adviser if such 


differential is attributable to the existence of any 
arrangement pursuant to which the investment adviser 
has agreed to compensate the solicitor for soliciting 
clients for, or referring clients to, the investment 
adviser. 


(c) Nothing in this section shall be deemed to relieve 
any person of any fiduciary or other obligation to 
which such person may be subject under the law. 

(d) For purposes of this section, 

(1) “Solicitor” means any person who, directly 


or indirectly, solicits any client for, or refer any client 
to, an investment adviser. 


(2) “Client” includes any prospective client. 


(3) “Impersonal advisory services” means invest- 
ment advisory services provided solely by means of (i) 
written materials or oral statements which do not 
purport to meet the objectives or needs of the specific 
client, (ii) statistical information containing no 
expressions of opinions as to the investment merits of 
particular securities, or (iii) any combination of the 
foregoing services. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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Litigation Release No. 8813/July 6, 1979 


SEC v. UNIFICATION CHURCH INTERNATIONAL 
(United States District Court for the District of 
Columbia, Civil Action No. 79-1197) 


Paul F. Leonard, Administrator of the Washington 
Regional Office of the Securities and Exchange 
Commission, announced that on July 6, 1979, the 
Honorable Thomas Flannery of the United States 
District Court for the District of Columbia entered a 
Final Judgment and Order against Unification Church 
International, permanently enjoining it from violations 
of the antifraud provisions of the federal securities 
laws. The Complaint, which was filed May 1, 1979, 
alleged that beginning with the initial offering of 
Diplomat National Bank (DNB) common stock in 1975 
Unification Church International engaged in violations 
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of and aiding and abetting of violations of the 
antifraud provisons by participation in a scheme to 
obtain undisclosed control of DNB by purchase of 
approximately fifty percent of DNB’s outstanding 
stock through nominees and related parties. Without 
admitting or denying the allegations of the Complaint, 
Unification Church International consented to entry of 
the Final Judgement and Order. (For further 
information, see Litigation Releases No. 8132, 8134, 
8740.) 





Litigation Release No. 8814/July 6, 1979 


SECURITIES AND EXCHANGE COMMISSION v. 
RICHARD MACDONALD, et al. (U.S.D.C. for the 
District of Hawaii, Civil Action No. 79-0283). 


Leonard H. Rossen, Regional Administrator, Los 
Angeles Regional Office, and Bobby C. Lawyer, 
Associate Regional Administrator, San Francisco 
Branch Office, announced that on June 29, 1979, the 
Commission filed a civil action in the federal district 
court in Honolulu, Hawaii, seeking injunctive and 
other relief against nine defindants, including Richard 
MacDonald, Frances R. MacDonald, and Richard C. 
MacDonald, of Honolulu, Hawaii (“the MacDonalds”); 
five entities formed and controlled by the 
MacDonalds—Las Vegas Properties, Las Vegas 
Hawaiian Ventures, Las Vegas Hawaiian Equities, 
Tauri Investment Corporation (“the Affiliates”) and 
MacDonald & Associates Realty, Inc. (“MacDonald & 
Associates”); and Herbert A. Schley, of Honolulu, 
Hawaii, a limited partner of Las Vegas Hawaiian 
Ventures and former MacDonald & Associates 
salesman. 


The complaint charges violations of registration and 
anti-fraud provisions of the federal securities laws 
between 1971 and the present in three offerings of 
securities, all of which relate to unimproved desert 
land in Clark County, Nevada. 


Among other things, the complaint alleges that the 
MacDonalds, through the Affiliates, acquired owner- 
ship of four square miles of Nevada desert land, and 
that the defendants sold, pursuant to installment 
contracts, fractional undivided interests in 1,610 acres 
of the land to over 900 investors for a gross sales 
price of approximately $6,258,050. The complaint 


alleges that in connection with the sales, the 
defendants made affirmative misrepresentations 
regarding the risks and rewards of the investment, and 
omitted to disclose among other things: 


1302/SEC DOCKET 


1. that the land being sold to investors 
was owned by the Affiliates subject to 
terms which provided that the Affiliates 
could lose all claim to the property if they 
defaulted on their obligations, thereby 
subjecting investors to the risk that the 
fractional undivided interests could be 
rendered worthless; 


2. that the sales price of the fractional 
undivided interests had no reasonable 
relationship to the true market value of the 
property, in that the Affiliates were selling 
the interests to the investors at mark-ups 
of over 500 percent over the Affiliates’ 
purchase price; 


3. that the sales price of the fractional 
undivided interests included a commission 
to MacDonald & Associates of 30 to 40 
percent; 


4. that the MacDonalds were both 
principals and agents in the sales of the 
fractional undivided interests, in that they 
controlled the Affiliates as well as 
MacDonald & Associates; and 


5. that Richard and Frances R. Mac- 
Donald had been enjoined in October 1967 
by the United States District Court for the 
District of Hawaii from violating registra- 
tion and anti-fraud provisions of the federal 
securities laws. 


A hearing on the Commission’s motion for a 
preliminary injunction and appointment of a receiver 
has been scheduled for August 6, 1979, before the 
Honorable Samuel P. King, United States District 
Judge for the District of hawaii. 





Litigation Release No. 8815/July 9, 1979 


SECURITIES AND EXCHANGE COMMISSION v. 
INTERNATIONAL SYSTEMS & CONTROLS COPORA- 
TION, et al., (United States District Court for the 
District of Columbia). Civil Action No. 79-1760. 


The Securities and Exchange Commission announced 
today the filing of a Complaint for injunctive relief, 
appointment of a receiver and other equitable relief 
against International Systems & Controls Corporatio 
(“ISC”), a Houston-based corporation, and five 





individuals. The individual defendants are J. Thomas 
Kenneally, currently a director and former Chief 
Executive Officer and Chairman of the Board of 
Directors of ISC; Herman M. Frietsch, senior vice- 
president of ISC; Raymond G. Hofker, formerly vice- 
president and general counsel of ISC; Albert W. 
Angulo, formerly treasurer of ISC; and Harlan M. 
Stein, formerly president of ISC’s Engineering Group. 
The individual defendants reside in the Houston area. 


The Complaint, alleges violations of the antifraud, 
reporting and proxy provisions of the Securities Act of 
1933 and the Securities Exchange Act of 1934, as well 
as the accounting and bookkeeping provisions of the 
Foreign Corrupt Practices Act. Alleged, among other 
things, are ISC’s false and misleading disclosure and 
failures to disclose the following: a) its commitments 
to pay a total of $33 million and its payment of 
approximately $23 million in connection with the 
securing of or solicitation of business in, among other 
countries, Iran, Algeria, Saudi Arabia, Nicaragua, 
Chile and the Ivory Coast, b) ISC’s overstatement of 
its assets, earnings and shareholders’ equity, 
included unbilled receivables which as of ISC’s fiscal 
1978 year-end totaled $31 million, and which included 
cost overruns on fixed-price contracts, sham claims 
for escalation and kickback arrangements. The 
Complaint further alleges that ISC failed to disclose in 
its periodic reports and proxy materials that defendant 
Kenneally and two of his associates were the prime 
beneficiaries of the Deferred Compensation Corpora- 
tion established and funded by ISC for its key 
personnel; that more than one million dollars of 
company funds had been used to purchase, furnish 
and maintain a residence in Ireland principally used 
as the summer residence of defendant Kenneally. The 
Complaint also alleges that defendants Kenneally, 
Angulo, Hofker and Stein resigned their former 
positions after the time they became aware that the 
Commission intended to file this action against them. 


The Commission simultaneoulsy filed with the 
Complaint, a motion for a preliminary injunction 
against ISC and for the appointment of a Special 
Agent of the Court to take custody and control of all 
assets of ISC; to oversee the business activities of 
ISC to assure that they are being carried out for legiti- 
mate purposes of ISC and not for the personal benefit 
of any control person, officer, director or employee of 
ISC or its subsidiaries or affiliates; to review and 
inquire into the activities of ISC to determine whether 
assets of ISC have been directed for the use and 
benefit of any control person, officer, director or 
employee of ISC; to determine whether ISC entered 
into any transactions involving expenditures of 
substantial funds or assets which appear not to have 
been engaged in for legitimate business or are not 
adequately explained on ISC’s books and records; to 
recover any funds or assets or enforce any liability to 


ISC; to oversee ISC’s filings with the Commission; 
and to authorize the agent to report his findings to the 
Court within 60 days. 


The affidavit in support of the preliminary injunction 
specifies in detail the amounts of questionable and 
illicit payments made, the individuals to whom made, 
the governmental positions or associations they had, 
if any, and the projects in connection with which they 
were made, in Iran, Algeria and Saudi Arabia. The 
affidavit details the methods of payment and 
identifies the foreign bank accounts, including 
accounts in Switzerland, Lichtenstein, France and 
Lebanon to which payments were sent. The affidavit 
sets forth agreements with suppliers and contractors 
relating to rebates and kickbacks and the payment to 
ISC or its subsidiaries of amounts by which such 
contractors or suppliers inflated their bills. It is 
alleged that in Iran the amount of inflated costs was 
approximately $3.5 million. It was also alleged that 
ISC made a fictitious escalation claim to the Iranian 
government of which $8.2 million at fiscal year 1978 
were still being treated as an asset on the financial 
statements of ISC. 


The affidavit and the Complaint assert that false 
statements regarding use of intermediaries were made 
to government-owned entities in lran and Algeria and 
that ISC’s ability to collect approximately $31 million 
in its “unbilled receivables” is further jeopardized by 
its questionable and illicit payments, the inflation of 
suppliers’ invoices, the inability of ISC and its 
subsidiaries to satisfy the governmental contracting 
authorities as to the true costs incurred on the various 
projects and the false statements filed with those 
authorities. 





Litigation Release No. 8816/July 10, 1979 


SEC v. SUN COL., INC., et al. (78 Civ. 284) (SDNY, 
7-9-79) 


The Securities and Exchange Commission announced 
that on July 9, 1979, Judge Robert L. Carter of the 
United States District Court for the Southern District 
of New York rendered an opinion in which he found 
numerous violations of the securities laws by Sun 
Co., Inc. (“Sun”), F. Eberstadt and Co. (“Eberstadt”), 
Salomon Brothers (“Salomon”), Fairleigh S. Dickin- 
son”) and other persons associated or affiliated with 
them. 


In this connection Judge Carter found that Sun’s 
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purchases of stock of Becton-Dickinson and Co. in 
January 1978 violated the tender offer provisions of 
the Williams Act and that Sun’s activities were aided 
and abetted by, its advisors, Eberstadt and Salomon. 
In addition, Judge Carter found that Dickinson, 
Eberstadt and Salomon violated and aided and abetted 
violations of certain other filing requirements of the 
Williams Act when they acted together to dispose of 
shares of Becton-Dickinson owned by Mr. Dickinson 
and others. Judge Carter also found that Eberstadt 
and its affiliates violated and aided and abetted 
violations of the Investment Company Act in 
connection with certain transactions which were the 
subject of the lawsuit. On the other hand, Judge 
Carter found no violations of the anti-fraud provisions 
by Mr. Dickinson in connection with his disposition of 
his shares of Becton-Dickinson. 


Judge Carter had previously separated the question of 
relief from the questions of violations and made no 
determination at this point as to what relief would 
result from his decision; that will have to await further 
proceedings. The Commission’s enforcement pro- 
ceeding was instituted in March 1978 and, with the 
Commission’s consent was consolidated for trial with 
a number of private actions, all of which were involved 
in Judge Carter’s decision. 





Litigation Release No. 8817/July 10, 1979 


SECURITIES AND EXCHANGE COMMISSION v. 
WESTERN PREFERRED CORPORATION (United 
States District Court for the District of Columbia). 
Civil Action No. 79-1784. 


The Commission announced today that it filed in the 
United States District Court for the District of 
Columbia a civil injunctive action against Wester 
Preferred Corporation (“Western”), alleging violations 
of the reporting provisions of the federal securities 
laws and seeking a Judgment of Permanent Injunction 
and Other Relief. 


The Commission’s Complaint alleged that Western 
has failed to file its Quarterly Report on Form 10-Q for 
its fiscal quarter ended March 31, 1979, required to 
have been filed with the Commission on May 15, 1979. 
Further, the Complaint charged that Western, as part 
of a continuing course of violative conduct extending 
over several years, has failed to timely file certain of 
its Annual Reports and quarterly Reports required to 
have been filed with the Commission. 
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The Commission’s Complaint requests that the Court 
order Western to file forthwith with the Commission 
its Quarterly Report on Form 10-Q for its fiscal quarter 
ended March 31, 1979. Further, the Commission 
requested that the Court enjoin Western from further 
violations of the reporting provisions of the federal 
securities laws. 





Litigation Release No. 8818/July 10, 1979 


SECURITIES AND EXCHANGE COMMISSION v. DE 
TOMASO INDUSTRIES INC. (United States District 


Court for the District of Columbia). Civil Action No. 
79-1785. 


The Securities and Exchange Commission announced 
today that it filed in the United States District Court 
for the District of Columbia a civil injunctive action 
against De Tomaso Industries, Inc. (“De Tomaso”), 
107 Monmouth Street, Red Bank, New Jersey, 
alleging violations of the reporting provisions of the 
federal securities laws seeking a Judgment of 
Permanent Injunction and Other Relief. 


The Commission’s complaint alleged that De Tomaso 
has failed to file its Annual Report on Form 10-K for is 
fiscal year ended December 31, 1978, required to have 
been filed with the Commission by April 2, 1979, and 
has failed to file its Quarterly Report on Form 10-Q 
for its fiscal quarter ended March 31, 1979, required to 
have been filed with the Commission by May 15, 1979. 
Further, the Complaint charged that De Tomaso, as 
part of a continuing course of violative conduct 
extending over several years has failed to timely file 
certain of its Annual Reports and Quarterly Reports 
required to have been filed with the Commission. 


The Commission’s Complaint requests that the Court 
order De Tomaso to file forthwith with the 
Commission its Annual Report on Form 10-K for its 
fiscal year ended December 31, 1978 and its Quarterly 
Report on Form 10-Q for its fiscal quarter ended 
March 31, 1979. Further, the Commission requested 
that the Court enjoin De Tomaso from further violations 
of the reporting provisions of the Federal securities 
laws. 








Litigation Release No. 8819/July 12, 1979 
U.S. v. BERTON STEIR 


Willis H. Riccio, Administrator of the Boston Regional 
Office of the Securities and Exchange Commission, 
and the Honorable Edward F. Harrington, United 
States Attorney for the District of Massachusetts, 
announced that on July 2, 1979, Berton Steir of 
Brookline, Massachusetts, entered a plea of guilty to 
a 1 count information filed in the U.S. District Court 
for the District of Massachusetts. Steir who had been 
Chairman of the Board and Chief Executive officer 
from 1970 to 1976 of SCA Services, Inc. (“SCA”), a 
New York Stock Exchange listed company located in 
Boston, pled to a charge of violating the reporting 
provisions of the Federal securities laws in 
connection with the filing of SCA’s Annual Statement 
with the Securities and Exchange Commission for 
fiscal year 1974. The Honorable Robert E. Keeton, 
Judge for U.S. District Court for the District of 
Massachusetts, deferred his decision on acceptance 
of the plea until August 10, 1979, pending a 
presentence report. 
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STAFF ACCOUNTING BULLETIN 
NO 31-A/July 11, 1979 


Staff Accounting Bulletin No. 31-A 
AGENCY: Securities and Exchange Commission. 


ACTION: Amendment correcting the topic designa- 
tion in Staff Accounting Bulletin No. 31. 


SUMMARY: This amendment corrects Staff Ac- 
counting Bulletin No. 31 (“SAB No. 31”). SAB No. 31 
inadvertently place the subject caption “Notes and 
Other Receivables from Affiliates” under Topic 4-1 
rather than Topic 4-J. 


DATE: July 11, 1979. 

FOR FURTHER INFORMATION CONTACT: Howard 
P. Hodges, Jr. (202-755-1744), Division of 
Corporation Finance, or Eugene W. Green (202-755- 
0222), Office of the Chief Accountant, Securities and 
Exchange Commission, Washington, D.C. 20549. 


SUPPLEMENTARY INFORMATION: The statements 
in Staff Accounting Bulletins are not rules or 
interpretations of the Commission nor are they 
published as bearing the Commission’s official 
approval; they represent interpretations and practices 
followed by the Division of Corporation Finance and 
the Office of the Chief Account in administering the 
disclosure requirements of the Federal securities 
laws. 


George A. Fitzsimmons 
Secretary 





STAFF ACCOUNTING BULLETIN NO. 31-A 


The staff hereby amends Staff Accounting Bulletin 
No. 31 to place the caption “Notes and Other 
Receivables from Affiliates” under Topic 4-J. Topic 
4-|, which had been previously used and designated 
“Limitation on payment of dividends by subsidiary 
banks to parent holding company,” remains 
unchanged. 
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